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IDENTIFIERS 
ABSTRACT 

The second revision of this handbook was developed as 
a practical tool for insurance management for school administrators. 
The question-and-answer format has been used to enable the busy 
school administrator to quickly locate and identify his immediate 
area of concern. The insurance areas discussed are: insurance on real 
and personal property (fire insurance and allied perils, public and 
institutional property plan, boiler and machinery insurance, glass 
insurance, inland marine insurance, crime insurance, and automobile 
physical damage); liability insurance (general information, general 
liability insurance, automobile liability insurance, no fault 
automobile insurance, and catastrophe excess liability insurance) ; 
fidelity and surety bonds; special multi-peril policies; pupil 
accident insurance; workmen's compensation and employers* liability 
insurance; group insurance on school district employees; 
administrative aspects of the school insurance program (types of 
insurance companies; the insurance register, fire loss adjustment, 
placing insurance, and economies in the insurance program) , Appended 
to the document are a glossary of helpful insurance terms and a 
ten-page index. (Author/BP) 
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FOREWl)RD 



ihls IS ilv second revision »f Hk- Insumnct HandlH)uk . one of 
tin. st.ri.-s o£ nino "ScIkioI Business Man^Kemcnt Handlmoks ," nuhlislird 
by t.hf Divisiiin of Kducational ManaKcmcnt Servicns. 

Ri-o^Mnition of the nood for assistance in ih*^ important and com- 
plex .iroa of school insurance is evidonced by the fact that the 
tic d staff of the Bureau of Special Educational ManaMement Services 
includes a school Insurance specialist. The new edition of the 
Insurance Hanjhook serves to further emphasize the significance of 
this area o£ scluml administration. 

The ».indUiok includes a review of No Fault Aut.Mnohile Insurance 
a major innovaticm in this area. It also includes important informal 
tion concerning hot h competitive and cooperative placement of school 
insurance In addition, school officials will find the outline of a 
typical school insurance program of particular l^nefit in carryini: 
out their renponsibi lilies in this vital aspect of school business 

Con.u^tini'*^^^'"!; !'^^Pf^P^^^''^ Lloyd Rogers. CPCU, an Insurance 

Consultant located in Albany, New York who has specialized in school 
insurance for many years. Paul E. Jensen, School Insurance Advisor 
of the Bureau of Special Educational Management Services worked close- 
In v^'ith him throughout the process. Supervision of tlie project was 
provided by Samuel T. Frone, Chief, and Morris L. Shapiro. Supervisor 
of the Bureau of Special Educational Management Services P^^^^^"*^' 



Stanley L. Raub, Ass<iciate Conmissinner 
for Educational Finance, Management 
and School Services 
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INTKODt'CTI 



Tlu' caroful dcvo loptiipfiL and lu.maKfniont of an ad<'quato insurance 
I)n»^'niii> should lu; oiw of tlw primary ^oals of a lH>ard of fducaiion. 

ch a provrani not only n'co«ni/.os tho potential ha/.ards that exist, 
I'Ui also sal\-«uai-ds tht- taxpayers' invest nu-n.. hy prolcftinK a school 
district in the event of unexpected h»sscs. Since the Ci>st of insur- 
ape«' is a mmproduct ive overhead expense insofar as the instructional 
pnM;-am is c^mcerned, it is essential that scliool officials strive to 
obtain adecjuate c»wera«e at a minimal cost. 

T'u- purpose o£ tliis Handbook is to provide a practical tool for 
insurance management. Although a major portion of its material con- 
sists of detailed information concerning the various ly^s of insur- 
ance coverage and the policy foniis used, it is not intended to In., a 
coiiiprehtmsi ve text, 

TlU' popular quest ion -and -ansvfer format, Lo«ether with a detailed 
index, used in previous editions of this Handl^ook has l>een retained 
to enable the busy school administrator to quickly locate and identify 
his immt>diate area of concern. At the saiue time, a complete reading 
of the Handbook will provide a general overview of the subject of 
sciiotil insurance. 

This edition contains an outline of a typical school insurance 
pn»gram, which is covered in Chapter VIII entitled, "Administrative 
Aspects of the School Insurance Program." A review of this outline 
will provide important information as to where a specific coverage, 
or policy, fits into the overall insurance program. The list of 
common alternatives contained therein will serve as a quick reference 
concerning the relationships !>etween various concepts. For example, 
with reference to Fire and Related Perils Insurance, it is pointed 
nut tliat Replacement Cost coverage is an alternative to Actual Cash 
Value and that Specific c<»verage versus Blanket coverage is a dif- 
ferent consideration. 

Another important aspt^ct of this edition of the I nsurance Handbook 
is the additional empltasis placed on econtmiy by a review of the compet- 
itive quotation process and the cooperative, or "group," placement con- 
cept . 

School (officials are urged to ev,Tluate their insurance program 
in the light .if the information presented in this document. 
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IMPORTANT NOTE 



ln*depth discussions of the covorases available 
in Special Muiti -Peril type p<Uicies are pro- 
vided throughout the Handbook under the separate 
coverage headings. This material is not repeated 
in Cliapter IV "Special Multi-Peril Policies/' 
The reader concerned with the Special Multi-Peril 
tyj>e policy should study such material in addition 
to the content of Chapter IV, 
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CHAPTER I 

INSURANCE ON REAL AND PERSONAL PROPERTY 



A. FIRE INSURANCE AN J ..t.LlED PERILS 

1. Wliat is llie basic coverage prtwided by the New York State Standard 
Fire Insurance Policy? 

Tlio policy insures direct damaKe caused by fire and lightnlnK at 
a specified location, including coverage for a period of 5 days 
fm property, endangered by fire, which has been reraoved from 
the premises to another place. 



. Arc school districts required to carry Fire Insurance? 

Yes. The Education Law requires boards of education and trustees 
to insure the schoolhoures and their furniture, apparatus and 
appurtenances, and the school library. The law is silent as to 
tlie form of protection and the amounts which should be carried, 
havlnR determination of these vital matters to the good judc- 
ment of the board of education. 



3. On what liasis should the amount of Fire Insurance coverage l>e 
determined? 

The Insured can chouse to have the coverage l>esed on either the 
Actual Cash Value or the Replacement Value of tlx? property. 

^. What is the difference !>ctween tliese two typos of coverago? 

Actual Cash Value (also known as Sound Insural^le Value) is tho 
c<^st of replacing, restoring or reproducing the property, 
brand new, less depreciation due to use and obsolescence. 

Roplacemcnt Value is the cost of replacing, reproducing or restor- 
ing the property, brand m-w, without deduction of depreciation. 
In nthor words, a school district insuring on the liasis of 
Replacement Value is paid for tlie full value of the damaged 
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proporty, brand new, ill iUv 1 inu» of h^ss, Hnwever, tn collect 
tlu* full roplacomenl value, tik' Insured must actually repair or 
rt'placi' the proj>orty. Otherwise, tlic settlement will Ik? tm an 
Actual Cash Value !iaf)is. 



lsn*l Replacement d^si Insurance more exp(»nsive than Actual Cash 
Value Insurance? 

The rate per §1(K) of insurance is the saino f<^r either f^inu, hut 
the Replacement Cost policy makes it necessary* to write a 
greater aimiunt of insurance for all except new structures. 



Why is an accurate appraisal i>f scluu)! huiidings and contents 
necessary? 

a. The ^k*w Y<^rk Standard Fire Insurance Policy, lines 9(^-103, 

states that after a loss occurs, "Tlie Insured sluil 1 j^ive im- 
mediate written notice , of any loss, furnish a complete 

inventory of tlie destroyed, damaged, and undamaj^ed property, 
showing in detail quantities, costs, actual cash value, and 
the amount of loss claimed.*' It is furtl»jr required that the 
Insured shall present Pmof of Loss, stating "the actual cash 
value of each item thereof, and the amount of loss thereto." 

b. SchoiU buildings classified as fire-resistive or sprinHered 

are subject to coinsurance requirements which make im|>erative 
a Correct determination o£ insurable values, if a coinsurance 
penalty is to l>e avoided. 

c. Guessing at Insurable values usually produces either overlnsur- 

anc«:^ which wastes the taxpayers' money, or underinsurance, 
which exposes u'le district to possible serii^us loss. 

d. File Insurance rates are hi^^her on contents than on buildings. 

A'^ accurate appraisal will make it possible to di f ft»ri»nt inte 
correctly In^tween buildinj^ and contents items. 

!i!a!iket Insurance (tn tbt' Standard Fir** PoUcy and tin* Special 
Multi-Peril P(^licy luah rt»quire filing a Statement of Values 
with the rating or^ani/.at ion or ihe company, for detiMinioa- 
1 1 on of the f i re rat es • 

f. A valued inventory nf fixed assets is required by i\w "riiifnitn 
System i»f Accounts for Schno! Districts,** prescribed by i lu* 
Ni'v; Yiwk Stale Ik^partnuMit i»f Audit and Gint I'ol . 

H*«w carj a b^ard i^f educati on d<»ii'niiin<* the Si»und Insurabb Vi!u<' 
Ki'pIac't'rKMit Vtilue of its iM'oj>ertyV 



Appraisals indicating insural»io vnlu««s can l»f Sfcurt-d itnm a coiu- 
nuTiiai appraisal company, a qualified contractor spt-cial i^iinn in 
sclhMa const ructiim, an archiioct, or an insurance cnnpany. Such 
values can also Ik' developed by sch«u)l district lyorsonnfl'. 



Wluit aro thu diffort^nces in tlu- various ty|>Gs of appraisals avail - 
ablti tt? school districts? 

a. A certified appraisal, made by a coimnorcial appraisal company, 

is undoubtedly tht- most accuratt' and rclia!)lG, T1h?so compa- 
nies i-niploy trained specialists whose factual detailed re- 
ports eliminate ^uesswork from tlui determination of value. 
Their appraisals are usually supported by detailed descrip- 
tions of the buildings, and by lists of equi|jnient and otlier 
contents which can lie valuable in providins a Proof of Uss 
to the insurance company. Appraisal c<..iipanles will furnish 
values on both buildings and contents, and ordinarily pro- 
vide both Actual Cash Value and Replacement Value figures. 
Some appraisal companies are wllllnu to offer expert tostl- 
rniny as to the value of tlie property If it Is necessary for 
a school district to Institute court action against the In- 
surance company. Appraisal ctwipanl s can provide reports 
which will satisfy the fixed assets accounting requirement. 
Finally, appraisal c«>mpanies liave standard fyroceduros for 
updating the property listing and values at reuular inter- 
vals, 

b. Contractors and architects may have considerable information 

about school construction costs, but many liave little under- 
standing cL the exact coverage under the Fire Insurance 
policy. The contractor or architect must liave accurate in- 
fonnatlon as to tlie Items excluded from Insurance coverage 
and the proper division Ivetween the pmperty classified as' 
building and tliat classified as contents, if tlielr apprais- 
als are to 1>e reliable. Contractors and architects usually 
will not appraise contents items. Ordinarily, neltk^r have 
standard updating procedures to kt>ep the appraisal current. 

c. An insurance company will frequently furnish an estimate of tlie 

insurable value of buildings, but will not appraise contents 
items. Tlu?lr appraisals arc usually made by field men with 
little fomal training In appraisal work, and their reports 
are usually l^sed on square foot or cubic foot unit prices. 
As a result, their appraisals sometimes fail to take into 
consideration the specific features and construction of Uu? 
building under construction. Insurance company appraisals 
are usually qualified by a statement tliat they are not to Ih' 
considered binding on either the company or tlie Insured. In 
fact, the appraisal prepared by one insurance company may not 
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\ye acceptable to another crMpany writing part of tin? Insur- 
ance on tlie same premises* 

d. School pi>rsonnel can develop a valu*.»d Inventory for contentSi 
whichj if properly completed and maintained^ will provide 
adequate insurance values and satisfy the fixed assets ac- 
counting requirement with respect to equii»Bent« A pamphlet 
entitled "Inventory Control of Fixed Assets by School Dis- 
trict Pi^rsonnel" in available frcm the Division of Educa- 
tional Management Services. The pamphlet offers advice in 
this area» and a suggested inventory system complete with 
record card formats p 

There is no easy solution to the problem of proper valuation 
for insurance purposes. Even experts in the appraisal field may 
vary by considerable amiiunts in tlieir opinion as to the value of 
a given property* This is es}^cially true if tte premises involve 
c;n unusual form of construction, ar* quite old, or have l>een reno- 
vated* In any event, the school brard must be prepared to hack up 
their claims with accurate information frcMa one of the listed 
Si>urces. 



9. How fr'^quently should appraisals be made? 

Since property values fluctuate constantly with changing price 
levels and by reason of usage and depreciation, any appraisal 
will gradually lose its validity with the passage of time. Cc^- 
merclal appraisal companies offer annual revision service to 
keep the values and property listings up-to-date. Appraisals 
from other sources can be brought to current levels by applying 
one of the recognized cost index factors to the original ap- 
praised values* These are published monthly by appraisal ser- 
vices and can be used to adjust the appraisal to current prices. 
Of course, any clianges in construction, or improvements made, 
must be taken into consideration. After a period of 6 to 10 
years, a complete new appraisal is ordinarily recommended. 

Contents slu)uld be reviewed periodically during the year to add 
the value of newly acquired equipment, to deduct items eliminat- 
ed, and to reflect changes in location. 

10. What is meant by Coinsurance? 

Coinsurance is an arrangement which permits the Insured to receive 
a reduction in rate in return for purchasing insurance of not 
less than a given percentage, most cormoonly 80 or 90 percent of 
the value of the Insured property. Coinsurance has the effect 
of cistributing the cost of insurance fairly among all policy- 
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hnldvrs, hy -vquiriny each in carry ainnunts nf insurance- prnp<,r. 
li»>nai«- lit ihf valut; at risk. 

If tho Insurud carries cnimKli in«uranctj ti> ct»mplv with the coinsur- 
ancv clause, lu- Cnllccts the entire auiount of his loss up to llw 
face amount of tlw policy. If he carries less insurance tlmn 
needed tu c.«npiy with tlic coinsurance clause, he will collect 
unly tlH. percentage of his losf. dotemined by dividing tlie an>ount 
ht! carried hy tlie am.mnt fie shculd have carried. In this latter 
case, he will f:o a coinsuror with the company; that is, he will 
be forced to \rcav part of each loss himself. 



11 lust rat ions 



Value <if Prt>pcrty 

at time <tf Uiss 
Amount of Insurance 

Required (80% clause) 
Amount of Insurance 

Carried 
Uiss Due to Fire 
Amount Paid by Insurance 

Ciwpany 



Example 1 


Example 2 


Exaiaple 3 


Example 4 
$100,000 


$100,00() 


§100,000 


$100,000 


H0,{M)0 


80,000 


80,000 


80,000 


80,000 


80,000 


40,000 


40,000 


20,(K)0 
20,000 


90,000 
80,000 


20,000 
10,000 


90,000 
40 , 000 



Explanations 

Kxample 1: Insured ccKnplied with the coinsurance clause by 

carrying an amount of insurance equal to 80 percent 
of the value of the property; thus the Insured re- 
ceives full settlement of loss. 

Example 2: Insured carried enough coverage to comply with tlic 

coinsurance clause, but the payment for loss can 
never exceed the policy limit. 

Example 3: Insured carried one-lialf of the amount of insurance 

required hy the coinsurance clause; thus he re- 
ceives a settlement of one-half of the lt>ss. 

Example 4; Insured carried one-fialf of the amount of insurance 

required i^y the Ciiinsurance clause; since one-!ialf 
of the loss (', of $00,000 = $45,000) exceeds tlw 
amount of insurance, the settlement is limited to 
the amount of the policy. 



!!• Under what conditions does the Coinsurance Clause apply? 



Coinsurance of HO percent or higher is mandatory on school build- 
ings classified as f ire-rcsistive or sprlnklered, and on the 
contents tlierein. Coinsurance is optional on nor -fire-resistive 
property. On non-f ire-resist ive buildings and contents, the 
coinsurance percentage may range trcm 20 percent to 100 percent 
as desired, in any multiple of 10«, 

12. What is meant by an "Agreed Amount Clause"? 

This is a provision in a Fire Insurance policy waiving the 

Coinsurance Clause for a specified perlod--usually 1 year. The 
insurance Ci^npany agrees that tt^ limit of coverage is adequate 
and in proportion to the full values shown in an approved State- 
ment of Values. If a new Statement of Values is not filed by 
the Insured at the expiration of tne period, coverage reverts 
automatically to a coinsurance basis. 

13o What Is Flat Insurance? 

Flat Insurance means Fire Insurance written without a coinsurance 
clause. The Insured selects whatever amount of coverage hi: 
wants to purchase, and the company pays losses up to the face 
amount of the policy, without regard to the proportion of the 
insurance to the actual value. The rate per $100 of insurance 
is much higher than the rate with coinsurance, especially in 
areas with fire protection. It is rarely desirable for a school 
district to purchase Flat Insurance on buildings in active use 
as schools, but it may be a suitable basis for insuring vacant 
or obsolete buildings. On such property, if insurance on a 
coinsurance basis produces a premiiun out of proportion to the 
use value of the structure, consideration may be given to pur- 
chasing flat insurance for a relatively small amount to approxi- 
mate market value, or to cover demolition costs. 

14. What are the structural features of a building classified as fire- 

resistive? 

A fire-resistive building is one in which the structural members 
(including floors and roof) are of masonry or incombustible 
material throughout. A f Ire-reslstive building is designed to 
withstand, without collapse, a fire which completely consumes 
combustible contents, trim, and floor coverings. 

15. What are the structural features of a building classified as non* 

fire-resistive? 
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A non-fire-resistive building is one which cannot withstand burn- 
ing out of contents without collapse. This category includes 
buildings liaving wood exterior and wood interior framing; 
buildings with masonry exterior walls and interior wood framing, 
cither of the joisted type or of heavy timbers; buildings having 
masonry exterior walls and unprotected or insufficiently pro- 
tected interior metal framing; and buildings having noncorobusti- 
ble exterior walls and interior framing, whose structural iiiemfaen 
are deficient in fire-resistance. 



16. How are Fire Insurance rates decennined? 

The rating organization used by most insurance companies is tlie 
Insurance Services Office, called ISO. This organization pub- 
lishes rates for individual buildings from rating schedules. 

Schools are rated under wl\at is known as the Public and Institu- 
tional Schedule, which is divided into three parts; one for 
fire-resistive construction, one for frame construction, and 
one for masonry construction. 

Each schedule starts with a base rate, which reflects the natural 
hazards of the community, the quality of fire protection, and 
the overall experience of the insurance companies. ISO engineers 
grade each community according to water supply, fire department 
equipment, alarm system, and personnel. 

The final or publislied rate for a particular building is derived 
by applying charges and credits to the base rate, reflecting the 
extent to which the building varies from the standard of ISO. 
For example, charges may be made for substandard floor openings, 
combustible roof covering, or hazardous areas such as manual 
training shops and chemistry laboratories. Credits are applied 
for certain features such as fire extinguishers and sprinkler 
systems. 

In the fire-resistive schedule the basic rate is much lower, there 
are fewer charge items, and the charges are lowero 

Periodically, the rates for all schools are adjusted by an "expe- 
rience multiplier," to reflect the overall experience of all 
companies that !->elong or subscribe to the ISO. 

17. Why should school officials be interested in the makeup of the 
Fire Insurance rates on their properties? 

School officials should analyze insurance expenditures just as they 
would any other item in the budget. They should know hi^ the 
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Fire Insurance rates are ci)inpuLed| and whether it is possible to 
effect a reduction in such rates* The highly teclinical schedules 
and rules used in detennining fire rates, however, make it likely 
tliat the schtiol administrator will nt ed assistance from the 
school's insurance adviser* 



What are the suggested steps for reviewing Fire Insurance rates? 

a. A request for a copy of the Fire Insurance rate makeup should 

l>e sent to the ISO branch serving the area* By use of a 
special authorization form, commonly known as a Broker of 
Record form, this function may be delegated to tte district's 
a^ent, broker, or insurance consultant. 

b. Study the charges and credits on the rate makeup sheet. 

c. Check charges and credits against actual physical condi- 

tions at the school. The insurance carrier or an engineer 
from ISO may be called in to assist in this step. This may 
reveal substandard conditions which can be corrected which 
may result in a lower rate. 

d. Conpare the cost of making the recommended changes against the 

savings in premium. 

e. Correct those conditions which will result in a saving to the 

district or improve safety of occupancy. 

f. Ask ISO to revise your district's fire rate to obtain the bene- 

fit of those clianges which were made. 



Why should ISO be consulted when construction of a new building is 
contemplated? 

Many of the largest charges in rate making result from substandard 
construction features of the building. It is far easier to make 
a change in plans while the building is still on the architect's 
drawing board than to make a change after the building is ccxn- 
pieted. The architect should be required to review his plans and 
specifications with ISO, to make certain that the building on 
CiMTipIetion will qualify for low Fire Insurance rates. 



Wlnat are the addresses of, and territories covered by, the ISO 
branch offices? 

The* ^k2tropolitan Division covers New York City, and Nassau, Putnam, 
Rockland, Suffolk, and Westcliester counties, and is located at 
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130 William Street, New York, N.Y., 10038. The Syracuse Divi- 
sion covers the hi^lance of the State, and is located ..t 
617 James Street, Syracuse, N.Y., 13203. 



How do 3-year prepaid Fire Insurance rates compare with the 1-year 



rate? 



The 3-year prepaid rate is 2.7 times the 1-year rate. 



A district wants $1,000,000 of Fire Insurance coverage—what are 
the comparative premiums for 1- and 3-year prepaid policies, if 
the 1-year rate is $.10 per $100? 

1-Year Term 3 -Year Term 

Total Premium $1,000 $2,700 

Average Annual Cost 1,000 900 

Another advantage of term insurance is that the fire rate in effect 
on the inception date of the policy is guaranteed for the term of 
tlie policy. Thus, an increase in the rate would not become effec- 
tive until the next policy is issued. 



s there any way that a school district can purchase Fire Insurance 
to spread the cost over the term of the coverage? 

es. Most companies offer a Deferred Premium Payment Plan which 
can be written for a 3-year period. 



How does the Deferred Premium Payment Plan differ from prepaid 
insurance? 

The Deferred Premium Payment plan is a method of distributing pre 
mlum payments in equal annual installraenta over a period of 3 
years. The annual rate per $100 of insurance for the 3-year pi 
is calculated by multiplying the 3-year prepaid rate by 35 perc 



11 lustrat ion 

Policy Limit: $1,000,000 

Annual Rate: $.i0 per $100 of insurance 

3-Year Prepaid Rate: $.27 per $100 of insurance 

3-Year Premium: $2,700 



1 1 



Annual Raip-- 

Deferred Premium 

Paymont Plan: 35% of $,27, or $.094 

Each Annual Installment: $940 
Total Cost--3 Years: $2,820 

This illustration shows that the Insured pays $120 more than the 
cost of a 3-yoar prepaid policy, which would cost $2,700 at 
incoption, for the privilege of paying the premium in equal 
amounts annually. 



What is the standard form used to write Fire Insurance? 

General Property Form 10 was designed by the New York Fire Insur- 
ance Rating Organization (now ISO) to replace a number of forms 
designed for specific kinds of risks such as schools, churches, 
and liotels. 



What items are excluded from coverage under the Standard Fire 
Insurance policy with General Property Form 10 attached? 

Land values and lawns; cost of excavation, grading, and filling; 
foundations below the undersurface of the lowest basement floor, 
or where there is no basement b^low the surface of the ground; 
pipes, flues, wiring, and drains which are underground; portions 
of walls, roadways, and other paved surfaces outside and over 
25 feet from buildings. Also excluded are autiOTobi les, aircraft, 
and water craft while afloat. 

In building appraisals, the values of the types of property men- 
tioned above are usually deducted under tte heading Insurance 
Exclusions. The value remaining after deduction of these items 
is ordinarily labelled Net Insurable Value. 



Does the Standard Fire policy cover valuable papers and records? 

Yes, but only for the value of the paper or cards on which the 
records are kept. The cost to reconstruct records destroyed by 
fire is not covered. 



Does the Standard Fire policy cover outbuildings such as storage 
sheds, and outdoor property such as fencing, flagpoles, and 
playground apparatus? 

Ohly if such property is specifically identified and included in 
the policy or Statement of Values for Blanket coverage. The 
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insurancu adviser should review these values to detennine 
whetht-r coverafie should be indicated in the district's policy. 

Are the architects' fees ircluded in the insurable value for 
bui Idings? 

•This is optional, but including them is recoamended by many au- 
thorities. >Jost professional appraisals include this value, 
which can amount to as much as 8 percent of the total value. 
If you desire to include architects' fees, make certain that 
the insurance canpany understands that this value is to be 
insureds 



Wliat is meant by an Extended Coverage Endorsement to a Fire Insur- 
ance policy? 

Extended Coverage Endorsements add insurance on a group of addi- 
tional perils for a single additional premium charge. Ex- 
tended Coverage Endorsement No. 4, which is the most commonly 
used, covers losses caused by wind, hail, explosion, riot, 
riot attending a strike, civil commotion, aircraft, vehicles, 
and smoke. A deductible of $100 is mandatory. 



What is Vandalism and Malicious Mischief Insurance? 

This is insurance against willful injury to, or destruction of, 
either real or personal property, by a person other than the 
Insured. Vandalism and Malicious Mischief can be added by 
endorsement to a Fire policy, but only if Extended Coverage 
Endorsement No. 4 is also attached- The endorsement can ap- 
ply to damage to buildings only, or to damage to contents 
only, but it is best to have coverage apply to both buildings 
and contents. 

One important restriction in the Vandalism and Malicious Mischief 
coverage is the exclusion of coverage on glass, except struc- 
tural glass blocks. 

A mandatory deductible of $100 applies to all claims. 



What is "All Risks" Fire Insurance? 

Some companies offer a form, often called "Special Forro," which 
provides insurance on buildings against All Risks of physical 
loss or damage, except as specifically excluded in the form. 
The exclusions would ordinarily include gradual deterioration, 
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wear and tear, flood, earthquake, mecfianical breakdown, and the 
like. Furthenatire, unusual types of loss are ordinarily made 
subject to a deductible of at least §250. While the name is a 
little misleading, the coverage is broader than Fire, Extended 
Coverage, and Vandalism. 



33. What is the standard deductible on Fire Insurance? 

The standard deductible of §100 applies to Fire. Extended Coverage, 
and Vandalism and Malicious Mischief coverages. * 

34. What other deductibles may be selected to reduce cost? 

The ISO manual permits use of deductibles of: 

$10,000 
25,000 
50,000 
75,000 

The ISO manual also provides for use of a Disappearing Deductible 
Clause --Form 760. This form states a dollar amount of deduct- 
ible which reduces to disappear when the amount of loss reaches 
a stated higher amount. These are: 



Deductible 

$500 reducing to disappear at §5,000 
1,000 reducing to disappear at 10,000 
3,000 reducing to disappear at 15,000 
5,000 reducing to disappear at 25,000 



F actor 

(111%) 
(111%) 
<125%) 
(125%) 



35. How does the Disappearing Deductible work? 

With tite §500 deductible, any loss under §500 is not covered. 
Losses between §500 and §5,000 are paid, using the multiplier 
of 111 percent to determine the settlement. Tlie payments would 
lie : 



Loss Deductible Remainder Multipl ier Payment 



§1 ,000 
3,000 
4,000 
5,000 



§500 
500 
500 
500 



§ 500 
2,500 
3,500 
4,500 



111% 
111% 
111% 
111% 



Ltisses over §5,000 are paid in full. 



§ 555 
2,775 
3,885 
4,995 



Actual 
Deductible 

§445 
225 
115 
5 
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what is Ext ni Expense Insurance? 



This is a funn of insurance which pays the Insured f{>r necessary 
extra expenses incurred after damage to the Insured's premises 
or contents, in order to continue school operations. When a 
school building is seritmsly damaged by fire, explosion, or 
wind, it may bo necessary to spend considerable amounts to rent 
temporary facilities, and to provide temporary lighting, sani- 
tary facilities, and transportation. Even if school can l>e 
continued by doubling sessions at other school locations, addi- 
tional costs would probably \yc incurred. Extra Expense Insur- 
ance pays these additional expenses. 

Extra Expense Insurance can he written to pay for losses result- 
ing frcsn fire and lightning only, or it can be written to in- 
clude damage from the perils in Extended Coverage Endorsement 
No. 4, and the Vandalism and Malicious Mischief Endorsement. 
The rules require that the period of Indemnity he at least 3 
months, and not more than 40 percent of the amount of the in- 
surance can he used in any 1 month. Any insurance not used in 
any month can he carried over to later periods. 



Should all school insurance programs include Extra Expense 
Insurance? 

Nr. The need for the coverage should l>e individually evaluated 
by each district. In general, districts which are completely 
dependent on one building or on a few buildings have a greater 
need for this type of coverage than districts which have many 
buildings. Also, the risk is greater for non-fire-resistive 
structures tlian for fire-resistive schools. 



How can the appropriate amount of Extra Expense Insurance be 
calculated? 

There is no generally accepted formula for estimating the amount 
of Extra ExfK^nse coverage which should be selected for any 
particular insured. The agent or insurance adviser should at- 
tempt to identify tl^ additional costs which would bo incurred 
to carry on school operations after severe damage t. each school 
building. The limits selected may be varied by location to re- 
flect differences in the individual exposures. Obviously, the 
extra expense to find substitute quarters for a high school with 
1,000 pupils would be greater than the expenses for an elemen- 
tary school with 500 pupils. Garages and other nonciassroon 
st/uctures should not be overlooked in this analysis. 
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Since the largest expense is normally incurred in the first munth, 
the limits S€?lpcted should l>e large enough to adequately indem- 
nify the district. ReraeralMfr, only 40 percent of the total of 
C4)verase can l>e used in any i month. If $20,000 is needed in 
the first 30 days after a severe fire for the extra ex{^nses to 
take care of the pupils at some other location, the insurance 
lirait must be at least $50,fKiO, since only 40 percent can be 
used in any 1 month. 



39 ♦ Is insurance available for earthquake damage? 

yes. A standard form of Earthquake Ikunage Insurance is available 
from most fire insurance c^npanies. While the State of New York 
is not a major earthquake zone, earth tremors have been recorded 
in a nurat^r of locations, especially in the St. Lawrence River 
area. Since even a moderate quake can severely daioage a masonry 
or fire-resistive structure, this may be considered a catastropte 
risk. 



40. What is the difference betv^en Specific Insurance and Blanket 
Insurance? 

Specific Insurance is a policy which provides a definite limit of 
coverage on each building, and on tte contents of each building 
listed in the policy. The limit shown for each item is the max- 
imum amount which the company will pay for damage to that prop- 
erty. Specific Insurance is usually written with 80, 90, or 100 
percent coinsurance. 

Blanket Insurance is a policy which provides a single amount of 
insurance applying to both buildings and contents, or to build- 
ings and contents at more than one location. Tl^ entire limit 
of the Blanket Insurance policy may be applied to each loss. 
Blanket Insurance policies must be written with not less than 
90 percent coinsurance, with 100 percent coinsurance available 
if desired. 

ISO will promulgate, upon application, an average rate for Blanket 
Insurance. The Insured must sign a Statement of Values form, 
showing the 100 percent value of all of tte buildings and con- 
tents which are to be covered, as a basis for th^ calculation o£ 
the average blanket rate. 



41. What is the advantage of writing Blanket Insurance? 

The major advantage of Blanket Insurance arises when there are 
several locations covered by the policy. Since the full blanket 
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Iiiiiii can used on a loss at. any of tfuj locations, the. Insured 
has in vCtecL 100 percent coverage, while buying a limit equal to 
only m) percent of the actual values. Secondly, if contents arc 
cliangod froni one insured location to another, the policy does not 
have to he adjusted. The policy must 1>e amended, however, if 
additional promises are acquired or constructed. 



Is Blanket Coverage more expensive? 

Generally yes, since the rules require that the Blanket limit be 
equal to at least 90 percent of the appraised values, as compared 
with 80 percent for scheduled coverage. This means that addi- 
tional coverage equal to 10 percent of total value must l>c pur- 
chased. 

In addition, the rate credit of 5 percent of the 80 percent coin- 
surance rate which is nomally allowed when purchasing 90 percent 
coinsurance coverage, is not allowed when purchasing Blanket 
Insurance . 



Why is it important to have the written portions of all Fire Insur- 
ance policies covering the same risk read exactly alike? 

Concurrency of separate policies is essential to recovery of the 
total amount of any loss. An example will serve to make this 
clear. Suppose that a school district has four policies on the 
same building, each written for $20,000. Three of these policies 
contain an Extended Coverage Endorsement, but the fourth does 
not. A windstom causes damage amounting to $2,000. Each com- 
pany is liable for only the proportion of the loss that the 
amount of Fire Insurance it has written bears to the total amount 
of Fire Insurance in force. In this example, each company is 
responsible for one-quarter of any loss. However, one company 
has no responsibility for Extended Coverage losses, since the en- 
dorsement was omitted froa its policy. The Insured would recover 
$500 (one-quarter of the loss) from each of the three companies 
which wrote Extend*Jd Coverage, and nothing from the fourth com- 
pany. The total recovery is $1,500, and the Insured sustains 
$500 uninsured loss. 

The failure to have identical coverage in all of the policies is 
known as a Non-Concurrency. 



What can a school district do to avoid Non -Concurrency in its Fi 
Insurance program? 
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Where the Fire Insurance is divided l^tween two or more ccnnpanies 
the Broker of Record or tb^ insurance adviser should be require 
to check all of the policies to determine that they are identi* 
cal in coverage. 



Wiiat is Builders' Risk Insurance? 

Builders* Risk Insurance is coverage designed to protect the 
owner's interest in a building during the course of construc- 
tion. Builders' Risk policies can be issued to cover damage 
by fire and lightning. Extended Coverage perils. Vandalism 
and Malicious Mischief, or even "All Risks." 

It is {^rraissible to extend, without additional premium charge, 
coverage on tl^ interest of contractors and subcontractors. 
Usually it is desirable to include such interests under a 
Loss Payable Clause, which protects their interests during 
the Course of construction, but leaves the school district, 
as the only Named Insured, in control of the policy and the 
adjustment of claims. 



At what stage in planning a new building should the insurance 
requirements be established? 

It is important that the school district's insurance agent or 
adviser assist the architect in drawing up an insurance specifi 
cation before tl^ specifications are released to pros{^ctive 
bidders. The insurance specification should state which party 
will purchase the Builders' Risk coverage, tte form to be used, 
tte perils to be covered, and the amount of the deductible. 
The specifications should also indicate what coverages must te 
carried by the contractor during construction. 



What types of Builders' Risk Insurance are available, and what 
are the chief characteristics of each? 

a. Completed Value Form . 

The policy is written specifying a Provisional Amount of in- 
surance equal to 100 percent of the value at time of com- 
pletion. This does not mean the full ^Bount of the bond 
issue, since the Insurance Exclusions described in Question 
26 should be deducted to arrive at the Insurable Value. 
The premium, however, is figured using 55 percent of the 
rate. This is intended to represent an averaging of the 
exposure, which is nil at the inception, and 100 percent of 
thB value at termination of the policy. 
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The insurance auLomatical ly Increases as the building 
progresses. No reports are required, nor is any change 
in the policy necessary, unless there is a change in the 
estimated completion value of the building. Provided 
the completion value has been accurately stated, losses 
will be paid in full at any point during the period of 
construction. 

b. Reporting Fom . 

The policy is written specifying a Provisional Amount of 
insurance equal to 100 percent of the value at time of 
canpletion. 

The Insured must report the value of the building as of a 
specified date each month to the insurance company. Pre- 
miums are billed on the basis of the values reported. If 
the Insured fails to file monthly reports, the policy will 
cover not more than the value in the last report actually 
filed. This provision places a severe burden on the In- 
sured to make accurate and timely value reports. 

c. Building in Process » 

The Insured specifies the amount of coverage he desires, in- 
creasing the limit from time to time, to parallel the var- 
ious stages of construction. The Insured is required to 
maintain coverage equal to 80 percent of the value of the 
building. If, at the time of loss, the amount of insur- 
ance is less than 80 percent of the value of the building 
as it existed at the time of the loss, the Insured will 
suffer a coinsurance penalty. Actually, under this arrange- 
ment the Insured is either overinsured or underinsured at 
all times. This arrangement is rarely used on school con- 
struction. 



Which of the Builders' Risk forms is preferred? 

The Completed Value form is recommended. So long as the Insured 
can give the insurance company an accurate estimate of the val- 
ue at completion, adequate protection is afforded. No interim 
reports or endorsements are required. 



Under Builders' Risk forms, can the Insured occupy or use the 
premises? 

The Builders' Risk forms state that tte premises shall not l»e 
occupied by the Insured without obtaining the consent of ti^ 
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Insurance cc^npany, except that machinery may ho set up and 

operated solely for testing purposes* • 

* 

>« 

Builders* Risk policies may be cancelled pro rata upon complex 
tion and occupancy. At that point the huiidir^; and its con- 
tents should he added to the district's policy whicli covers 
existing buildings. 



Do Builders' Risk forms cover tteft of building materials from 
the site? 

No. In fact, insurance companies are extremely adverse to 
providing such coverage. Protection and surveillance of 
the property are the l>est solution to this prohlets. 



Can Builders' Risk policies be written for terms of more than 
I year? 

Yes. Premium savings may be achieved on large projects which 
are likely to require more than 1 year of construction. The 
policy may be issued either prepaid or under the Deferred 
Premiian flayiiient Plan. The multipliers are K85 and 2.7 of 
the annual rate, for 2 and 3-year policies > respectively. 
In either case, the policy may be cancelled pro rata upon 
completion. 



PUBLIC AND INSTITUTIONAL PROPERTY FUN 

Wliat is the Public and Institutional Property (PIP) Plan? 

This is an optional plan for writing fire and allied perils 
insurance on buildings and contents for *' institutional" 
risks such as chi«rches and school s. It can provide cover- 
age very similar to the Sj^cial Institutional Property fire 
and related perils forms of the Special Multi-Peril (SMP) 
Policy, at favorable rates. 



Is it used to any significant extent for school districts? 

No. It was widely used before introduction of the SMP typo 
policy, but was essentially replaced by the latter. The SMP 
type policy affords generally lower overall costs for cov/^i- 
ages it may include, than can be achieved using tlK5 PIP in 
combination with se^^rate policies for thte same coveraf^es. 
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C. BOILER AND MACHINERY INSURANCF 



54. Why is Boiler and Machinery Insurance important? 

Hnilers and other objects containing steam or liquids under pressure 
can exphHle causing damage of terrifying proportions. More im- 

nZ T ^ w^' ^^^^^'^ is one of the most seri- 

ous threats to life safety in a school building. Therefore, the 
safe maintenance and operation of the equipment is essential 
Hoi er insurance companies make internal and external inspections 
of insured equipment, in addition to providing insurance protec- 
lion* ^ 

55. Do the conditions of a Boiler and Machinery policy require the in- 

surance company to nmke Inspections of insured objects? 

While the insurance company does not agree to provide any specific 
amount of inspection service, the boiler insurance companies do 
in fact make inspections at regular intervals to detect unsafe 
conditions in tte equipment, and to test safety devices. The 
New York State Labor Uw requires, however, that all boilers be 
inspected annually. The inspections made by licensed boiler in- 
spectors employed by insurance companies comply with this re- 
quirement . 

""^.UTco^''' "^^'^^^^ ^'^ '"^""^^^ ^'"^ ^""'P^^y inspection 



In addition to satisfying the annual inspection requirement of the 
New^ork State l^bor Uw, the l>oiler inspector will make recom- 
mendations to the Insured for correction of any unsafe condi- 
tion« which he observes. In this way, the school district re- 
ceives professional advice at regular intervals, designed to pre- 
vent accidents. Insurance companies spend a greater portion of 
each Boiler Insurance premium dollar on inspection and loss pre- 
vent ion services than is spent for such services for any other 
type of insurance. ^ 

^''insurancc-^ c.quipm<.nt may be covered hy Boiler and Machinery 

m addition to boilers, tl:e policy may cover almost any kind of 
vessel or machine, including hot water storage tanks, water 
pressure tanks, air compressor tanks, refrigerator units, motors, 
ait cnnditioninM units, compressors, and electrical panels The 
decision as to which objects to cover should 1>r madt^ aftor care- 
ful ana ysis of th. loss possibilities Invo'ved and infon.ation 
as t<> the annual premium cost. 
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58. Is this kind of insurance recommended for school districts whose 
buildings are equipped with lew pressure boilers? 

Yes. Despite safety devices installed on low pressure boilers, 
there is always the possibility that these devices* may fail to 
operate. The terrible accident in the Telephone Cc^pany Build- 
ing in New York City in tl^ fall of 1962, which caused the 
death of many persons, plus vast property damage, indicates 
what can happen when a low pressure boiler explodes. 



59 • What insurance agreements are covered in the l^sic Boiler and 
Machinery Insurance Policy? 

The basic Boiler and Itochinery Policy provides protection and 
settles claims In the following order, up to the limits of the 
policy: 

a. Damage to the Insured's own property, both building and con- 

tents. Including damage to the boiler or machine itself. 

b. The reasonable cost of making temporary repairs or of expe- 

diting the repair of the Insured^s property, subject to a 
maximum limit of $l,000« 

c. The Insured's liability for damage to tte property of others. 

d. The Insured's liability for bodily injury to [Arsons other 

than employees. Tl^ company also agrees to pay for imme- 
diate mpdical and surgical relief to others at the time of 
the accident. This section is optional, and is excess over 
other Bodily Injury Liability insurance, such as General 
Liability, 

e« Pays the cost of defending the Insured in legal actions, all 
interest accruing after entry of judgment, all premiums on 
appeal bonds, and all premiums on bonds release attach- 
ments for an amount not in excess of applicable limits. 



60. What is the difference between Limited and Broad Boiler coverage? 

a. Limited Coverage 

Insures against a sudden and accidental tearing asunder of 
the lx5iler caused by the pressure of steam or water therein. 

b. Broad Coverage 

Insures against sudden and accidental breakdown causing physi- 
cal damage to the object, necessi*^at ing repair or replacement. 
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dot. and Broad coverage exclude losses resulting from 

deterioration, corrosion, wear and tear, leakage at valves and fu- 
tings, and the functioning of any safety or protective dlvice. 

. What is meant by an "Explosion Exclusion- endorsement to a Boiler 
Insurance policy? ooner 

Some policies that provide Extended Coverage exclude protection if 
more specific insurance is afforded under another policy. The 

otJlr^h ^ ^''"u'ft' ""^'^ 'P^'^^^*^ coverage for explosion of 
r^r^ f T turbines or engines. To take 

advantage of the explosion coverage in the Extended Coverage en! 
dorsement, some insurers feel it necessary that the explosion 

adding an "Explosion Exclusion" endorsement. 

This arrangement results in a nominal reduction in the Boiler pre- 
mium, and pennits selection of lower limits for locations without 

tTrZs r " "'^^'^ ''^ ^"nt of the Ex^ 

tended Coverage insurance will then apply. 

''tnrlHil^^'''^''^^ districts whxch do not have steam boilers, 
turbines, or engines to buy Boiler insurance? 

a. Most districts have steam objects other than steam boilers. 

f!!! f T -^^""^^^ ^" steamtables in 

the cafeterias. 

b. Boiler insurance with Broad coverage insures losses other than 

orTJr ^°/f^l°sion, such as cracking of boiler sections 
or burning of tubes. 

c. The Boiler insurance company will provide inspection and loss 

prevention services. 

"ir=L?=f'*J;'" '° "^""^ Insurance, how can 

tion or its boilers? ^t^^^ 

^Lrfffe!^^ ^^'^ Department inspectors will inspect the boilers 

On what basis are property losses paid under the Boiler Policy? 

The Standard Policy pays for the Actual Cash Value of the property 
of the Insured damaged in an accident. y y 
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(^5. Is iioiier and Machini>ry Insurance ever written with Replacemc^nt 
Ci)St cuveraMe? 

Yes, F<^r an additional premium charge of 20 percent of tlie reg- 
ular promiiun, a Repair and Replacement Cost Endorsement can he 
attached* This form provides for payment of losses without de- 
duction of deprociation--new for old. 

f^f^. As used in a Boiler and Machinery Insurance policy, wliat is the 
difference Instween a Boiler and a Furnace? 

a. A Boiler is tliat part of a heating plant in which water is 
heated or converted into steam. 

A Furnace is that part of a heating plant in which fuel is 
converted into heat. The tubes or flues which transmit 
iyeat through a boiler are considered as part of the fur- 
nace. 



67. IX>es Boiler Insurance protect the Insured when an explosion occurs 
as a result of an accumulation of gases within the furnace? 

Furnace Explosion Insurance is not provided by the basic policy, 
but may be added to either Limited or Broad Coverage for an 
additional premium. This is generally not reccMimiended where 
Extended Coverage is included in the Fire policy, however, 
since Extended Coverage insures such losses. 



68. Does an Extended Coverage Endorsement to a Fire Insurance policy 

cover losses caused by other types of explosions? 

Yes, such an endorsement covers all types of explosions, with the 
exception of explosions occurring in steam boilers, steamp ipes, 
turbines, and engines. 

69. Would the inclusion of Furnace Explosion coverage in a Boiler and 

Machinery Policy cover losses from an explosion of accumulated 
gases which have escaped from the furnace? 

No. A Furnace Explosion is defined as a sudden and accidental ex- 
plosion of gas within the furnace of an insured object or within 
the gas passages therefrcmi to the atmosphere » 

70. Are hot air furnaces insurable under a Boiler and Machinery policy? 
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No. The policy covers only those lieating units connected with 
boilers having water under pressure. If such a furnace ex- 
plodes, an Extended Cove rase Endorsement to a Fire Insurance 
policy will provide coverage. 

71. What is a Reserve Object? 

This Is a boiler or other object held in reserve for emergency 
use, tlk? operation of which was liwited to 90 days or less in 
llie 3 previous years. A rate reduction of AO percent applies 
to Reserve Objects. No reduction is allowed on cast iron 
boilers or low pressure steel boilers, however. 

72. What does the Limit per Accident condition of a Boiler and 

Machinery Insurance policy nwan? 

Boiler and Machinery Insurance policies stipulate that the 
company's liability for loss from any one accident shall not 
exceed the amount specified as the Limit per Accident in the 
schedule applicable to the object to which the accident oc- 
curred. 

For this purpose, the tena "one accident" includes all resultant 
or concomitant accidents whether to one or more objects. If 
a lK>iler explosion causeu a second boiler to explode, the two 
occurrences are considered as one accident. 

73. Must the same Limit per Accident apply at all locations? 

No. All objects at one location must be insured for the same 
limit, but the Limit per Accident can be varied by location 
to reflect the value of tte premises and contents, and the 
susceptibility of the premises to damage. 

74. Is it possible to pay Boiler and Machinery Insurance premiums in 

installments? 

Yes. The premium for a policy written for a term o£ 3 years (the 
normal term of a Boiler and Machinery Policy) may be in three 
installments, as follows: 

40 percent on delivery of the policy, 

30 percent on the first anniversary date, 

30 percent on the second anniversary date. 

The premium for installment payments is about 5 percent higher 
than for a prepaid policy. 



25 



ERIC 



75. 



Wliat is AuliMiuitic C^jvera^e? 



A j)rovision In the Holier policy provides coverage up it) a niaxi- 
iniua of 90 days on newly installed objects at existing loca- 
tii^ns, and on objects at newly acquired locations, provided 
tliey are of the same type or types as those already covered 
by the policy. 



76. Wliat is the Blankrt Croup Plan? 

Tliis is an ciptional plan under which kinds of Boiler and Machin- 
ery o!)jectB are insured under group descriptions ratlier tlian 
being specifically identified in the policy. 

T\\o Initial premium is based on the objects of the kind described 
connected for use on the effective date. Annually t\\e premium 
is adjusted by the company to reflect any changes in the objects. 

The Blanket Group Plan is now available to any risk, regardless 
of the numl>er or type of objects insured. It has the advan- 
tage of l>eing fully autonatic on equipment changes. However, 
great care must be taken in the wording of the Groups to pro- 
vide proper coverage. Objects not covered by existing Group 
descriptions are not automatically covered. 

77. Is it desirable to include Bodily Injury Liability Insurance in 

a Boiler Policy? 

If the district is carrying General Liability coverage with 

limits sufficient* to cover a serious explosion, it would not l>e 
necessary to include Bodily Injury Liability in the Boiler 
Policy. The Bt>dily Injury coverage in the Boiler Policy is 
excess over General Liability policies, and only the portion 
of accident limit retaaining after payment of damage to tlie 
Insured's property, and property damage to others, can be used 
for B^>dily Injury Liability claims. Probably the I>e8t course 
is to purchase General Liability limits sufficient to cover 
serious disasters, and to rely on the Boiler Insurance for pro- 
tection on damage to the Insured* s own property. 

78. What Is Use and Occupancy Insurance? 

This is an indirect coverage which can l>e added to a Boiler 

policy to cover loss due to total or partial prevention of use, 
and expenses Incurred to reduce or avert such prevention, 
caused by an accident to an object insured in the Direct Damage 
portion of the policy. A form is available which permits the 
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Insured to select the amount to be paid for each day of total 
prevention of occupancy after an accident. This would provide 
funds to carry on activities at another location while repairs 
are being made. In this way, it resembles Extra Expense Insur- 
ance described in the Fire section of this manual. 



GUSS INSURANCE 

What basic insuring agreements are contained in a Glass Insurance 
policy? 

The insurance company agrees to pay for: 

a. Damage to the glass described in the policy caused by 

breakage of the glass or by chemicals accidentally 
or maliciously applied. — — — — . 

b. Repairing or replacing frames inanedlately encasing and 

contiguous to such glass when necessary because of 
damage . 

c. Installing temporary plates in or boarding up openings 

containing such glass when necessary because of un- 
avoidable delay in repairing or replacing such dam- 
aged glass. 



d. 



Removing or replacing any obstructions, when necessary, 
in replacing such damaged glass. 



Is Glass Insurance usually reconmended for school districts? 

No. It is generally more practical for school districts to include 
provision for damage to ordinary glass in the operation and 
maintenance budget. It is son^times desirable, ho^^ver, to in- 
sure certain plates of glass of unusual size or value. 

Isn't it reasonable for a district with a very high incidence of 
intentional glass breakage to carry Glass Insurance? 

Yes, it is reasonable, but any district having a bad record for 
this kind of loss will not find insurance companies interested 
in providing the coverage, except at very high cost. Usually 
it will be cheaper to replace glass without insurance, in such 
cases, intensive loss prevention action is called for. 
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H2. 



D<x!sn*t a Vandalism and Malicious Mischief Endorsement to a Fire 
Insurance policy cover glass breakage? 



No. Under this endorsement, the ccnnpany is not liable for any 
loss to glass except glass building blocks. 



83. Does a district have any protection against glass breakage without 
a policy specifically covering glass? 

Yes. The Standard Fire Insurance policy covers glass broken as 
a result of fire or lightning. If Extended Coverage Endorse- 
ment No« 4 is added to tl^ Fire Insurance policy, protection 
is afforded for glass breakage resulting frcMD windstorm, ex- 
plosion, vehicles and aircraft, and riot and civil cosmnotion. 
"All Risk" forms generally provide broader coverage, but the 
amounts are quite modest: for example, not more than §50 per 
pane and $250 per occurrence. Deductibles further limit the 
protection under both types of forms. The SMP Policy forms 
provide similar protection. Boiler and Machinery Insurance 
includes coverage for glass broken as a result of a boiler ex- 
plosion. 



£• INLA^a) MAtULNE INSURANCE 

84, What is Inland Marine Insurance? 

Ocean Marine Insurance was originally designed to cover property 
being transported on the high seas. Later, a need arose to 
protect property which had no fixed location while otherwise in 
transit. This coverage became known as Inland Marine Insurance • 
As used today, the term Inland Marine Insurance applies to 
policies which extend coverage on specified articles wherever 
located. 



85. Why is the term "Floater" used in connection with policies writ- 
ten under Inland >torlne Insurance? 

This term is used since most of the so-*called Floater policies 
cover insured property wherever it may be, rather than at spec- 
ified locations . 



86. Why should school districts interested in Inland ^klrine 
Insurance ? 
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Many districts own expensive items of equipment which are moved 
f roffl one location to another in connection with activities in- 
volving visual aid programs, sports teams, and musical groups. 
The fact that these items are susceptible to loss and are not 
readily covered for all contingencies under building contents 
or other types of coverage, indicates a need for special cov- 
erage. 



What types of Inland Marine policies are of general interest to 
school districts? 

a. Camera Floater - covers cameras, projection machines, films, 

movable sound equipment, and other audio-visual aids items. 

b. Musical Instruments Floater - covers musical instruments and 

articles of equipment pertaining thereto, including sheet 
music. 



c . 



Athletic Equipment Floater - covers all kinds of movable ath- 
letic equipment, including, if desired, athletic uniforms 
and band uniforms. 

d. Scientific Apparatus Floater - covers microscopes, telescopes, 

and otiter valuable scientific equipaent. 

e. Exhibition Floater - covers valuable articles, including fine 

arcs and objects of historical valtffi, which belong to others 
but are loaned to the Insured for exhibition. 

f. Mobile Equipnent Floater - covers farm-type tractors, mowing 
. machines, including incidental attachments such as snow 

plows, etc. 

g. Parcel Post Policy - covers property during shipment by parcel 

post, such as films sent b'jtween school districts and film 
supply houses. 



What protection is afforded a school district by the various types 
of floater policies? 

It is difficult to generalize about the coverage, since many In- 
land Marine policies can be tailored by the insurance company 
to meet the individual requirements of the Insured. Camera 
Floaters and Musical Instrument Floaters are coimaonly written 
to cover "all risks of physical loss or damage." with minimum 
exclusions such as gradual deterioration, inherent vice, and 
wear and tear. On athletic equipnent and uniforms it is more 
common to carry "named perils" policies, which insure against 
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dania^c by £ire» wind» explosion, transportation, theft, and 
other perils selected by the Insured. The insuring agreement 
and exclusions in all Floater policies should be carefully re* 
viewed, to make certain that the desired coverage is provided. 

K9« How is the value of insured articles indicated in Inland Marine 
Policies? 

In most of the Inland Marine Floaters, such as the Camera Floater, 
Musical Instrua^nts Floater, Exhibition Floater, Scientific 
Apparatus Floater, and Farm Equipment Floater, the items to be 
insured must listed, with a specific amount of coverage ap- 
plied to each article. The amount would normally be the pres* 
ent Actual Cash Value of the item. In scH&e forms, such as tl^ 
Camera and the Musical Instruments Floaters, a Blanket Item can 
be included in the schedule, to provide a single amount of in- 
surance on low value miscellaneous articles. This Blanket Item 
is subject to 100 percent coinsurance, which means that it must 
be equal in amount to the total value of all such property, in 
order to avoid a coinsurance penalty in the event of loss. 

90. Are Inland Marine Floaters usually written on a Replacement Cost 

basis? 

No. Most floaters are written on an Actual Cash Value basis. 
In settling claims, the carrier will deduct from the cost of re-* 
placement an anK>unt of depreciation to allow for wear and obso- 
lescence. Since the cc^pany will pay for only the depreciated 
value of items insured under Floater policies, the schedules of 
Insured property should be reviewed annually to avoid overinsur- 
ance, and waste of premium dollars. 

91. Do Inland Marine policies provide Automatic Coverage on newly ac- 

quired property? 

Most Floater policies have limited automatic coverage on acquisi- 
tion of additional property siirilar to that covered originally. 
However, most policies require that the Insured give notice to 
tt^ company within days frc^ date acquired, and pay addi- 
tional premium to add the items to the schedule. It is there- 
fore very important that all newly acquired property he re- 
ported to the carrier within the period of tin^ stated in the 
policy, so that there will be no lapse of coverage. 

92. Does this type of insurance have any bearing on other forms of 

insurance carried by the district? 
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Yes. U should l)c noted that Floater policies ordinarily cover 
loss by fire, lightning, windstorm, and theft. When a district 
determines the amount of insurance on their Fire and Extended 
CoveraMc on the contents of a building, care should bo taken to 
<imii tlie value of the property insured under one or another of 
the Floater policies, to avoid duplication of cost. 

If the district has floaters which include Theft Insurance, they 
may overlap Mercantile Open Stock Burglary-Theft Insurance. 
Since Open Stock Burglary and Theft is normally written for a 
relatively siuall percentage of the total value of all personal 
property in the premises, the existence of floater forms usu- 
ally would not affect the limit of coverage to lie written. 

Should equipment such as fana-type tractors, power mowers, and 
snow piowr be covered under Inland Marine forms, or under the 
Auto Physical Damage Policy? 

The Mobile Equipment Floater makes "All Risks" coveraie available 
at moderate cost. Similar coverage is available unJer the 
Automobile form by writing both Coaprehensive and Collision, 
although the inclusion of Collision, even with a deductible, is 
likely to make the cost greater. The district should secure 
quotations under both the Automobile and Inland Marine forms in 
order to take advantage of the lowest cost. 



CRIME INSURANCE 

What do the terms, such as "burglary" and "robbery," as used in 
Crime Insurance policies mean? 

Crime Insurance policies ordinarily contain a definition of tl^ 
perils which are insured in the policy, such as Burglary, 
Robbery and Theft. This is necessary because the llgal def- 
inition of these terns varies fr«a one state to anotter, and 
the carriers want to write a policy which provides the same 
coverage in all territories. The abbreviated definitions in 
the following chart are the ones most coiwaonly encountered: 
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HliRULAKY, ROBBERY AND THKFT FORMS 



Insurance 


Definition 


Examples 


0!»EN STOCK 
BURGLARY 


The felonious taking; of 
merchandise, furniture, 

A-iAv-Uitrof ttllvt t.v|viA 1 liter 1 1 V 

inm premises of the In- 
sured » wl^n closed for busi 
nessi after gaining en- 
trance tlu?rcto by thsi use 
of force as indicated by 
visible evidence at the 
place of entry. 


A burglar smashes a window, 
enters a school, and steals a 
tvoewritpr Aft^>r school Vm^ 
closed for the day. 


SAFE 
BURGLARY 


The felonious taking of 
money, securities or other 
property from within a safe 
or vault, and in the pro- 
cess leaving visible evi- 
dence on the outside of 
such safe or vault thAt 
force was used to gain en- 
trance thereto. 


A burglar enters a school, 
smashes the safe with a sledge 
hanmier, and makes off with the 
contents. Ck)verage is not af* 
forded if he of^ns the safe 
with the combination* There 
need not be forcible entry in- 
to the ^.remises. 


ROBBERY 

Inside 
and 

Outside 


The felonious taking of 
money, securities or other 
property from a messenger 
or other responsible school 
employee within the prem- 
ises or elsewl^re by the 
use of violence or the 
threat of violence. 


A robber forces the principal, 
through violence or the threat 
of violence, to open the 
school safe, then removes tha 
contents, or, 

a robter accosts the school 
district's messenger on the 
street, and through violence 
or the threat of violence, 
forces him to turn over re- 
ceipts frc^n tte school cafe- 
teria. 


THEFT 


The felonious taking of 
money, securities or otter 
property, wtethor in a rob- 
bery or under such circisn- 
stanccs that the owner has 
no knowledge of the occur- 
rence of the loss at the 
time of the loss. 


A thief steals $50 from tte 
cash register in tte cafe- 
teria, or, 

the district's messenger is 
involved in an accident on his 
way to the tmnk. In the re- 
sulting confusion a thief 
takes the bag containing 
school funds. 


"ALL RISKS" 
or 

BkiUU FOKIt 

MONDY and 
SECyKjTlKS 


All risks of destruction, 
disappearance, or wrongful 
abstraction of money or 
recurities . 


Money is burned in a fire, 
or, 

cash disappears from a safe or 
office, or, 

a thief takes cash from the 
cafeteria. 
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95. W!iai kind uf puiicy protects a 8clu>ol district against burglary 

ol pn»pt.rty oi\wr titan money and securities? 

A Mercantile Open Stock Burglary Policy provides such protection. 

96. Wliat is meant by c^)i;n Stock? 

Merchandise, furniture, fixtures and equipoient. and supplies 
tor which safe «r vault protection is not required. 

97. What are the limitations of an Open Stock Burglary Policy? 

a. Money and securities are not covered. 

b. Coverage applies only during hours when the premises 

are closed. 

c. There must be visible evidence of forcible entry Into 

the premises. 

d. Coverage is not afforded on property away from premises. 

98. What is an example of visible evidence of forcible entry? 

When a burglar who steals a typewriter gains entrance to the 
school by smashing a door lock, visible evidence of forcible 
entry is present, and the policy covers the loss as well as 
repairs to the damaged door lock, 

99. Is damage to property resulting from a burglary covered under 

this type of policy? 

Yes. All damage (except by fire) to merchandise, furniture, 
equipment and fixtures in the premises, and damage to the 
premises (except to plate glass) Is covered. 

100. Is there a coinsurance requirement In tte Mercantile Open Stock 
Policy? 

Yes. School districts are classified in what is known as Trade 
Group 4, and a Coinsurance Limit of $2,000 is assigned to 
that group. This means that as long as a school district 
carries at least $2,000 coverage on each location insured, 
the company will pay any loss in full, up to the face amount 
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of t!H» policy. If th€ value of t\\e property at any location 
is too ^lali to carry a $2,000 limit, the district can cc^ply 
with thr coinsurance requirciMnt by carrying not less than an 
agreed percentage of the value. This percentage varies frcsa 
40 {>ercent to 60 percent, depending on tte territory in which 
the school is located** 



lOl. Is it possible to secure Theft coverage on school property under 
the Ntercantlle Open Stock form? 

Yes. It is possible to attach a Theft Endorsei^nt. In most 
cases, this increase? the cost by 75 percent. Tte Tteft 
Endorsement extends cctverage to apply 24 hours a day, since 
it eliminates the requirement that there forcible entry 
into the premises when they are closed. Host companies, 
however, include a deductible of $50 or more, which applies 
to all losses wt^re there is no e/idence of forcible entry. 



102. Is Mercantile Open Stock Insurance he only kind of coverage 
which applies to school equlf^nt? 

No« Many Inland Marlr^ floaters, such as Musical Instruments 
and Camera Floaters, include Theft and Burglary protection 
on the items which they insure. 



103. I^s the Mercantile (^n Stock Burglary Policy cover property 
owned by employees or students? 

No. Personal effects not owned by the district are excluded. 



104. what kind of protection does a ^tercantile Safe Burglary Policy 
offer? 

It pays for loss of money, and securities, and other property 
taken from within thB safe or vault. It also covers damage 
done to the safe, ott^r property, or tt^ premises, as a 
result of ti^ burglary. 



105. Are tliere limitations in a Mercantile Safe Burglary Policy? 

Yes. Onder the terms of such a policy there must be visible 
marks on the exterior portion of the safe or vault, indicat- 
ing forced entry. There does not, however, have to te forced 
entry into the premises. 
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106. Does the safe or vault have to be burglarized within the premises? 

No. This policy covers the loss, even though tte safe or vault 
is removed from the premises before being burglarized. 

107. What kind of coverage does Interior Robbery Insurance prov'dc? 
It^pays for loss of aoney, securities, and other property caused 

a. Robbery or attempt thereat, conanitted within the Insured's 

premises; —— — 

b. Kidnapping, which means stealing of such property fr«n 

within the premises after compelling an employee, 
while outside the premises, to admit a person to the 
premises. 

108. What kind of coverage does ^fe8senger Robbery Insurance provide? 

It pays for loss of money, securities, and other propel Ly caused 
by robbery, or attempt thereat, from a messenger outsid e the 
insured premises. " 

109. Are there important limitations to the two types of robbery 

policies n^ntioned above? 

Yes. These robbery forms afford no coverage unless violence or 
threat of violence is a contributing facfor. Also, tlw 
Interior Robbery policy is limited to losses of property taken 
from a custodian while on duty, so that property stolen from 
an employee while his attention was diverted, or while he was 
temporarily away from the property, would not be insured. 

110. What kind of policy should a school district consider if it is 

felt that the Safe Burglary and Interior and Messenger Robbery 
policies do not provide adequate protection against many possi- 
ble losses of money and securities? 

A Broad Form Money and Securities Policy offers very broad cov- 
erage on this type of property. 

in. What kinds of protection are offered under a Broad Fotro Money 
and Securities Policy? 
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Tte Broad Fonn Money and Securities Policy provides better 
coverage than a combination of Safe Burglary, Robbery, and 
Theft policies* It covers: 

a. Losses Inside the Premises: 

1. Loss of money and securities by destruction, 

disappearance, or wrongful abstraction. 

2. Loss of property other than money and securities 

by safe burglary and by robbery. 

3. Damage to tt^ premises caused by robl^ry or safe 

burglary. 

b. Losses Away from the Premises: 

1. Loss of money and securities by destruction, 

disappearance, or wrongful abstraction while 
being conveyed by messenger. 

2. Loss of property other than money and securities 

by robbery, while being conveyed by a c^ssenger. 

3. Loss of money and securities by theft, while in the 

living quarters in the heme of the messenger. 

112p Does tte Broad Form Money and Securities Policy cover the loss 
of money and checks which have been placed in the night de-* 
pository of a bank? 

Yes* Tt^ basic policy extends coverage to apply within any 
banking premises. 



113. Does a Broad Form Money and Securities Policy cover tte loss of 
tax money which may be stolen from the school district Tax 
Collector's home, i « which has an office for tax collection 
purposes? 

The Tax Collector's h. me can, and should^ be included in the 
policy as one of the insured locations. There would be a 
separate premiisn charge for each location, and t!^ Tax 
Collector i^uld also be charged for as a messenger, to cover 
the exposure l^tween his home and the bank. To reduce the 
cost, the coverage on tte Tax Collector co tld be limited in 
the policy to apply only during tte period of tax collection. 
The limit on the Tax Collector should be adequate to cover 
the peak amount of cash in his possession at any one tin^. 
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14. What are some of the other losses which would be covered by a 
Broad Form Money and Securities Policy? 

a. Loss of money and securities by fire. This is the only 

form providing Fire Insurance on money. 

b. Loss of money and securities from an unlocked safe. 

c. Money stolen from the cash register in the cafeteria. 

d. Mysterious disappearance of money o- securities from 

a safe, or any other portion of the premises, or 
while being conveyed by a messenger. 



115. What is meant by the Discovery Period in a Broad Form Money and 
Securities Policy? 

Inasmuch as many losses covered undir this form may not be dis- 
covered at once, tte policy provides that losses will be paid 
if they occur during the policy period, and are discovered, 
and reported to the company within one year after expiration 
of the policy. While this does afford a period after expira- 
tion to report claims, it also acts as a cutoff of the insur- 
ance company's liability, since losses will not be paid unless 
reported within the discovery period. 



116. Do any of tte Burglary and Robbery policies mentioned in this 
chapter cover losses due to dishonesty of school district 
employees? 

Safe Burglary insurance covers losses where an employee forces 
open the safe, but other Burglary and Robbery forms nonually 
exclude losses caused by employees. Theft losses caused by 
acts of employees are covered by Fidelity Bonds and Public 
School Systems Blanket Bonds. 




117. What factors affect the rates on Broad Form Money and Securities 
insurance? 

The premium for the o n premises coverage would depend on the 
number of locations, the limit of the policy (which can be 
varied by location), the type of safe or vault in each 
location, and alarm systems. 

The rate for coverage away from the premises is dependent upon 
the number of messengers insured and the limit, with discounts 
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for use of private conveyances by tte messengers, and the use 
of guards. 

Worthwhile savings are permitted for policies issued for a term 
of 3 years. 



Why is it important t ir sclK>oi districts to keep accurate records 
of all tt^ir insured properties? 

All of tte policies discussed in this chapter contain a provision 
that the insurance company is not liable unless the Insured 
keeps books and accounts in such a manner that the company can 
accurately detennine the actual amount of loss sustained. 



What is the roost complete combination of coverages which a school 
district can obtain for insurance against loss of iiK>ney, secu- 
rities , and other property under iwnaal conditions of burglary, 
robbery, or tl^ft? 

a« Broad Form Money and Securities Insurance 

b* Mercantile Open Stock Insurance 

c. Public School Systems Blanket Bonds 

d* Floater Insurance 

Some districts, of course, may not have need for all of 
these coverages. 



Is there any advantage in having Broad Form Money and Securities 
Insurance and Public School System Blanket Bonds written by 
the same company? 

Yes. Where two different c^^panies are involved, the district 
must be able to indicate wl^ther the loss was caused by a 
school employee or by s<me outsider, in order to determine 
which company is responsible for the payments If the district 
cannot pinpoint the culprit, there could be a delay in reach* 
ing a settlement until the respective responsibilities of tlie 
two carriers is determined. If both coverages are in tl^ 
same company, this problem is eliminated. 



38 



f 



G. AUTOMOBILE PHYSICAL DAMAGE 

I. What types of Automobile Physical Damage Insurance are available 
to schonl districts? 

The following types of coverage are available! 

a. Specific Perils: 

1. Fire, Lightning and Transportation 

2. Theft 

3. Windstorm, Earthquake, Hail, Flood 

4. Riot and Civil Conmotion, Vandalism and 

Malicious Mischief 

5. Combined Additional Coverage 

b. Comprehensive 

c. Collision or Upset 

d. Towing and Labor Cost 



122. What are some of the hazards covered by Comprehensive Insurance? 

Comprehensive pays for virtually any accidental damage to the 
vehicle other than Collision or Upset. Some of the common 
hazards which are insured are: 



a. Fire 

b. Theft 

c. Explosion 

d. Earthquake 

e. Windsto 

f . Hail 

g. Water 



h. 
1. 

j. 
k, 

1. 

Bi. 



Flood 
Vandalism 

Riot or Civil Conmotion 
Missiles 
Falling C&jects 
•Breakage of glass from 
any cause. Including 
collision 



Comprehensive, however, excludes mechanical and electrical 
breakdown, and freezing. Damage to tires is limited to fire 
and theft, or damage which occurs from the 9ame cause as other 
loss covered by the policy. 



123. Why should a school district spend money to insure schooibuses 
against theft? 

While it is unlikely that a thief would want to steal a schoolbus, 
the policy covers loss of, or damage to equipment, such as 
tires, tools, batteries, and fire extinguishers, which may be 
attractive to thieves. 
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what does Collision Insurance cover? 

Damage to the Insured* s vehicles resulting from collision with 
any otter object, or upset of the vehicles. Collision Insur- 
ance would apply, for example, if the Insured vehicle collides 
with another automobile, hits a stationary object such as a 
pole or abutment, or overturns. 

Collision Insurance is normally written with a deductible, usu- 
ally at least $50, which reduces the cost of the coverage by 
eliminating insurance on small claims. Selection of higher 
deductibles usually will produce substantial savings in pre- 
mium, especially for districts which operate a number of buses. 



Should school districts carry Collision on schoolbuses? 

Since individual schoolbuses may te worth $10,000 or more, an 
uninsured collision loss might be a serious matter to the 
district. 

The cost for Collision Insurance can be surprisingly small. 
School districts qualify for preferential rates on Collision, 
as compared with commercial insureds. Also, during the sunmier 
months, the Collision rate can be reduced on buses not used 
for passenger-carrying purposes, by attaching a Repair and 
Testing Endorsement. A moderate deductible, say $100, $250, 
or $500 will further reduce the cost* Vehicles under $500 in 
vaii^ can be eliminated from the coverage. If at least five 
vehicles are covered for Collision, Fleet Rating can further 
reduce the premium. 

The board of education should weigh the premium for Collision 
against the possible loss to the district if Collision cover- 
age is not carried* 



How is tt^ value of insured vehicles established? 

There are two principal metliods: 

^. Stated Amount 

The Stated Amount form is mandatory for all risks which 
qualify for Fleet Rating. 

At tte inception date of the policy a value is indicated 
on each insured vehicle • This would be the cost for a 
new vehicle, or the estimated depreciated value for a 
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used automobile. In case of loss, the company is liable 
for Che Actual Cash Value of the property damaged, but 
not exceeding the Stated Amount. 



b. Actual Cash Value 

At the inception of the polic>, the value of the vehicle 
is stated as Actual Cash Value. When a loss occurs, the 
Insured is indemnified up to the actual value of the 
automobile as it existed at the time of the loss. This 
form is often used to insure private passenger type 
vehicles. 



127. Is any automatic coverage provision offered in Automobile Physi- 
cal Damage policies? 

Yes. There are several automatic coverage provisions, including 
the following: 

a. Automatic coverage on any automobile acquired by the Insured 

which replaces an automobile covered under the policy, and 
30 days' automatic coverage during which the Insured may 
report to the carrier additional automobiles which it ac- 
quires. 

b. If all vehicles are insured in a single company, automatic 

coverage is provided on additions and replacements without 
time limit. 



128. Should Automobile Physical Damage Insurance be written in the 
same company which carries Aut^jobile Liability coverage for 
the district? ^ 

The school district's insurance program can be simplified by in- 
cluding the Automobile Physical Itemage Insurance in the same 
policy with the Automobile Liability coverage. This eliminates 
one policy, and makes it easier to keep track of changes in the 
fleet, since reports need be made on J; to the one ccanpany on 
vehicles added or eliminated. On the other hand, scsae compa- 
nies that are not active In writing Automobile Liability Insur- 
ance offer preferential rates on Automobile Physical Damage 
Insurance. 



129. Do Automobile Physical Damage policies pay for loss of use? 
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T\w only provision of this type in the Automobile Physical Damage 
field is the payment for loss of use by theft. If a vehicle 
insured for theft is stolen, the company will pay up to §5 
daily, c^Mimiencing 72 hours after the theft has l>een reported 
to the police, subject to a maximtmi limit of $150. 

There is no provision in the ordinary policies for paytnent of 
loss i>f use while a vehicle Is laid up as the result of colli-* 
sion, vandal ism, fire, or other perils. This could he a seri- 
ous loss to the district if, for example, several or all of 
their buses were damaged by fire in the bus garage. Some com* 
panies are willing to write special Loss of Use provisions on 
automobile policies, but the cost is usually ratl^r substantial. 

130. Is Experience Rating available on Automobile Physical Damage 
policies? 

Yes. It is available on fleets of five or more vehicles. Expe- 
rience Rating can apply to Fire, Theft, or Comprehensive, as 
well as to Collision Insurance. 
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CHAPTER II 
LIABILITY INSURAfKIE 

A. GENERAL INFORMATION 
131, What does Liability Insurance cover? 



Liability Insurance covers only liability imposed by law upon 
the district, and does not automatically provide payments to 
the injured party. Damages are legally owed only if the dis- 
trict can be shown to have been negligent. However, insurance 
companies often make settlements of certain claims rather than 
let them go to court, if they feel the district was negligent, 
or that it is less expensive to dispose of the claim in this 
fashion. 



132. Are boards of education required by law to carry Liability 

Insurance? 

No. However, it is doubtful if any board would expose a district 
to the possible large financial burdens which might result from 
liability awards decided against the district without insurance. 

133. Does a school board have immunity from liability claims because 

it is a govertuoental bcKiy? 

No. A board of education is liable under common lav as a corpo- 
rate body for its own negligence, and for the negligent acts 
or omissions of its officers and employees. 

134. What two principal types of Liability Insurance are of Interest 

to school districts? 

Insurance companies, for underwriting and policy writing pur- 
poses, ordinarily divide liability into two major areas: 

a. General Liability 

b. Automobile Liability 
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135. What basic differences are there between t!^8e two types of 
Liability Insurance? 



a*. General Liability Insurance covers the legal liability of 
the Insured which arises out of the ownership^ mainte- 
nance^ and use of school premises, including liability 
exposures incidental to the premises» such as elevators 
and new construction. 

b. Automobile Liability Insurance covers the legal liability 

of the Insured which arises out of the ownership, mainte- 
nance, and use of motor vehicles, including the loading 
and unloading hazard. 



136. What kinds of Liability coverage are available for school dis- 
tricts under each of tte above types of insurance? 

The district may include any or all of the following types of 
liability coverages in its policy: 

a. General Liability 

1. Premises-Operations Liability (often called Owners', 

Landlords', & Tenants* coverage, or OL&T), including 
Elevators — if any. 

2. Owners' Protective Liability ♦ 

3. Contractual Liability. 

4. Products Liability. 

5. COTttpleted Operations Liability. 

6. Judical Professional Liability or Malpractice. 

7. Personal Injury Liability: 

Hazard Group A--False arrest, detention, or imprison- 
ment, or malicious prosecution. 

Hazard Group B--Libel, slander, defamation, or viola- 
tion of right of privacy. 

Hazard Group C--Wrongful entry or eviction, or other 

invasion of right of private occupancy • 

8. Liability of School Officers and Employees, as required 

by Sections 3023, 3028, and 3811 of tl^ New York Edu- 
cation Law. 

9. Liability from administration of Employee Benefit Plans. 

b. Automobile Liability 

!• Owned Autcmiobile Liability. 

2. Employers* Non-Ownership Liability and Hired Automobiles. 

3. Liability of School Officers and Bnployees, as required 

by Sections 3023, and 3811 of the New York Education Law. 

4. No Fault Autc^obile Coverage. 




37. Wfiat specific exposure does each form of Liability Insurance 
cove r? 



a. General Liability 

1. Premises-C^e rat ions Liability - Accidents or occurrences 

arising out of the ownership, maintenance, or use of 
premises, and all operations incidental thereto. This 
includes occurrences which arise out of maintenance 
operations either by employees of the district or by 
independent contractors. Premises coverage includes 
Elevator Liability - accidents arising out of owner- 
ship, maintenance, or use of elevators, or escalators. 

2. Owners' Protective Liability - Accidents arising out of 

•operations performed for the Insured by independent 
contractors in connection with the construction of new 
buildings or demolition of existing structures. 

3. Contractual Liability - Liability assumed by the Insured 

under a contract or agreement. 

4. Products Liability - Occurrences away from school premises 

which arise out of the use of, or the existence of any 
condition in goods or products sold, handled, distrib- 
uted, or manufactured by the Insured. 

9 

5. Completed Operations Liability - Occurrences after the 

Insured has completed work. 

6. Medical Professional Liability or Malpractice - Occur- 

rences arising from errors, mistakes, or malpractice 
on the part of doctors, dentists, nurses, dental hy- 
glenists, or other medical professionals. 

7. Personal Injury Liability: 

Hazard A: Claims arising from unlawful arrest, deten- 
tion or imprisonment, or unjustified prosecution. 

Hazard B: Claims arising froa written or verbal state- 
ments which are libelous, slanderous, or defamatory, 
or which violate an Individual's privacy. 

Hazard C: Claims arising from Illegal entry, eviction, 
or other invasion of right of private occupancy. 

8. Protection of School Officers or Employees, as required 
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by Sections 3023, 3028, and 3811 of the New York Educa- 
tion Law - Actions against school officers or employees 
arising from the performance of their duties within the 
scope of their employment, 

9. Liability for Administration of Employee Benefit Plans - 
Claims from persons who fail to qualify for benefits 
under any plan adninistered by the Insured, due to 
error, or neglect, or c^nission on the part of the In- 
sured. 

b. Aut^obiie Liability 

1. Owned Auto Liability - Accidents arising out of the owner- 

ship, maintenance, or use of motor vehicles owned or 
term leased by the Insured. 

2. Employers' Non- Ownership Liability - Accidents arising 

out of the operation of motor vehicles not owned or 
hired by the Insured but used in the business of the 
Insured. Examples are employees who drive their own 
cars on school business, or parents who operate their 
cars for transportation under school sponsorship. 

3. Hired Automobile Liability - Accidents arising out of the 

operation of motor vehicles hired by the Insured. 

4. Protection of School Officers or Employees^ as required 

by Sections 3023 and 3811 of the New York Education 
Law - Actions against school officers or employees 
arising from the performance of their duties within 
the scope of their employment. 

School employees who have an accident while driving a 
sclwol -owned vehicle are covered by the Liability In- 
surance Policy carried by the district. However, for 
accidents which occur while the employee is driving 
his own vehicle on official school business, his own 
automobile liability policy is the primary coverage. 



13«. What is the general scope of the coverage provided by these forms 
of insurance? 

The normal insuring clause covers the liability imposed upon tho 
Insured by law to pay damages because of bodily injury, sick- 
ness, or disease, including death resulting therefrom, or 
damages because of injury to, or destruction of, property of 
others, and ^^caused by an occurrence." 
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Arc there any geographical limitations on standard General Lia- 
bility coverage? 

Yes, Coverage is afforded only for occurrences in the United 
States, and Canada, and in American possessions. A school 
district may have exposures outside this area, such as stu- 
dent trips to European countries. The school district's 
insurance program should be extended to cover foreign expo- 
sures when they arise. Many Catastrophe Excess Liability 
policies provide worldwide coverage, but there will be an 
uninsured amount by reason of tte "drop down provision" un- 
less primary Liability coverage is arranged. 



vmat is an "occurrence," as used in a Liability Insurance policy? 

An "occurrence" is either an "acci&nt" or an exposure to condi- 
tions which result during tte policy period in bodily injury 
or property damage which was neitl^r expected nor intended, 
from the standpoint of the Insured. This is a more comprehen- 
sive term than "accident," which must be an event at a definite 
time and place. The term "occurrence" is broad enough to cover 
claims which arise from exposure to some condition over a peri- 
od of time, provided the injury becomes apparent during the 
term of the policy. The claim of a person who alleges that he 
has c t^tracted a disease from being exposed over a period of 
time to unhealthful conditions is an example of a claim which 
would be covered under a policy written on an "occurrence" 
basis. 



Is Property Damage coverage available under the various forms of 
General and Automobile Liability Insurance? 

Yes. It is always included in Automobile Liability policies. 
While Property Damage coverage is optional on General Liability 
forms, the cost is relatively small, and the importance of in- 
cluding Property Damage Insurance as part of the district's 
coverage, with adequate limits, cannot be stressed too strongly. 



Are^ separate insurance policies needed for all of the kinds of 
Liability Insurance mentioned in Question 136? 

No. It is possible, and usually desirable, to combine all of 
the coverages in a single overall Liability policy, or in on- 
General Liability or Multi-Peril policy, and one Automobile 
Liability policy. 
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What are the raethtids of obtaining these coverages? 

a. The Kiard of education selects the coverages which they feel 

the district needs and arranges to have them written under 
Schedule Liability policies. 

b. The board of education purchases Comprehensive Liability 

policies for all exposures. 



What form of Liability coverage is recoiamended? 

It is recotmnended that school districts obtain CcK&prehensive 
Liability coverage, either in a single all-inclusive policy 
or by dividing the coverage between a CcHQprehensive General 
Liability or ^ftllti -Peril Pblicy, and a Ccsnprehensive Automo- 
bile Liability Policy. 



Why are Coaprehensive Liability policies reconmtended over 
Schedule Liability forms? 

Schedule Liability policies insure only those exposures which 
are selected by the Insured. The board of education must 
recognize in advance what these exposures at«, and if new 
hazards develop during the policy period, tte policy must be 
amended to include them. CcMJprehensive Liability policies, 
on the otter hand, are automatic in that new exposures which 
arise during the policy period are covered insnediately by 
the terms of the contract. 



Is there any advantage in having all Cospt^tensive Liability 
insurance written in the same company? 

Yes, the principal advantage is that the possibility of a dis- 
pute between two different ccmipanies over tte respcHisibillty 
for settling a claim is avoided. This tyj^ of conflict scane- 
times arises over an accident during the loading or unloading 
of school buses on school premises, since both Autcsnobile and 
General Liability forms may be applicable. 

ScHue carriers still use a Premium Discount Plan, which applies 
if the total liability premitmi exceeds $1,000 annually. The 
percentage of discount increases with the size of the preraiian. 
If both the AuttOTobile and General Liability hazards are in- 
sured in one cwnpany, with a common expiration date, the 
total of the premiums is used in establishing the percentage 
of discount, and the total discount is greater than if the 
discounts were calculated separately. 
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GENERAL UaBUITY INSURANCE 



w can a district be protected against liability for injurie 
which occur on school premises to persons such as students 
or roetnbevs of the public? 

lis protection is afforded by Pren.ises-Operations LiabiHt- 
Insurance. ' ' 



Do General Liability policies cover claias from school employees 
who are injured in the course of their employment? 

lio. Such claims are not covered. However, liability for damage 
to employees' property i£ covered. " 



How can a district be protected against claims for injuries to 
school employees sustained in the performance of their duties? 

Workmen's Compensation and Employers' Liability Insurance pro- 
tect the district with respect to injuries, or occupational 
diseases sustained by employees in the course of their employ- 
ment. ^ ^ 

General Liability Insurance can be extended to cover claims 
against the district by employees who allege personal inlury 
such as libel, slcuider, or false arrest. 



What happens 'f the company refuses to make a settlement and the 
district is sued? 

The Liability policy requires the insurance company to provide 
egal defense to the Insured and to pay the incidental expenses 
in connection with the litigation. If the court awards damages 
to the claimant, i company must pay the damages up to the 
limit of the poU^y, 



Does this mean that the Liability policy provides legal defense 
in excess of the liability limit for which the insurance com- 
pany is c<MHnitted? 

Yes. In the event that an award exhausted the amount of coverage 
carried ny the Insured, the legal expenses incurred in the de- 
fense of the case would be borne by the insurance coiapany in 
addition. 



132 • Should school adninistrators inform injured persons that their 
damages will be paid by the school's insurance company? 

No. All Liability policies reserve to the insurance company 
the right to decide which claims will be paid voluntarily, 
and which claims will resisted. An admission of liabil-- 
ity by tl^ Insured would violate the terms of the contract, 
and might cause the insurance company to refuse to cover 
the claim. 



153. What should school administrators do when they learn of an acci«- 
dent involving a student or otl^r merater of the public? 

A report of the accident should be filed immediately with tl^ 
insurance carrier or its agent. The report should include all 
information as to the exact details of the accident, including 
the names of any witnesses. It is most important that detailed 
information be supplied to the insurance company, since claims 
from injured persons are often not filed until long after the 
accident, w^n the details of the accident i^uld be difficult 
to ascertain. 



154. What is meant by Inmediate Medica' and Surgical Relief? 

This is the first aid rendered to an injured person iimnediately 
after an accident. While the word "iimnediate" is subject to 
a variety of interpretations, most companies do not recognize 
as first aid ary treatment given more than 24 hours after the 
injury^ 



155. Does General Liability Insurance cover the cost of Inmiediate 
Medical and Surgical Relief to injured persons? 

General Liability policies do cover tl^ cost of IiiBnediate Medical 
and Surgical Re'i.ef for all claimants except pupils of the In*- 
sured. If tht Insured wishes to have the insurance apply to 
pupils also, an additional premiim is charged. The Itmediate 
Itedical and Surgical Relief can 1% extended to apply to ath-- 
letic activities, including calistltenic drills and gym classes 
only, or to apply to all pupil activities. 



156. What are tl^ disadvantages of covering Insnediate Medical and 
Surgical Relief claims under a Liability Insurance policy? 
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Claim payments are Included in the district's Liability loss 
experience, with a resulting adverse effect on the experience 
modification. Further, because it is essentially limited to 
the treatment within 24 hours, it Is often a source of irrita- 
tion to parents vhen it will not respond with respect to treat- 
ment rendered beyond 24 hours, or to second and subsequent 
visits to the doctor. 



Is it permissible for a school district to purchase Accident 
Insurance coverage for pupils? 

Yes. Subdivisions 7-a and 7-b of Section 1604, and subdivisions 
8-a and 8-b of Section 1709 of the Education Law permit school 
districts to insure pupils against injury because of accidents 
sustained while: 

a. Participating in physical education classes, and 

intranural and interscholastic sjxjrts activities, or 

b. In school, on 8c1k)o1 grounds, while being transported 

between hrane and school in a schoolbus, and during 
sponsored trips. 



What are the minimum limits of liability for Premises-Operations 
and other General Liability coverages? 

a. Bodily Injury - $25»0OO each occurrence - for all injuries 

sustained by one or mu.e persons 

b. Property Damage - $5,000 each occurrence - for all damages 

sustained by orte or more persons 



What are the maximum limits of liability available to school 
districts under a General Liability policy? 

It is possible to obtain coverage in almost any amount de- 
sired by the Insured for either Bodily Injury or Property 
Damage Liability. Bodily Injury limits of $500,000 or 
$1 million each occurrence are not uncommon. The need for 
extremely high limits on Property Damage is usually not 
great in a school district, unless there is a possibility 
thai fire may spread to valuable nearby buildings belongini 
to others. 

See also "Catastrophe Liability Insurance" with respect to 
the need for high limits of Uability Insurance. 
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IfiO. Wliat statutory protection is afforded school board raonil>ers and 
employees who raay he sued for alleged negligence while per- 
forming their duties? 

Section 2560 of the Education Law requires the hoard of educa- 
tion in a city having a population of 1,000,000 or more to 
hv, liable for, and assune liability to, the extent that It 
shall save harmless and protect employees or authorized imr- 
tlcipants in the school volunteer program of the City School 
District of Itew York for damages arising out of the negli- 
gence i^f such persons resulting in per5,onal injury or prop- 
erty damage, either within or without the school buildings. 

Section 3023 of the Education Law requires boards of education 
and trustees in school districts having a population of less 
than 1,000,000, and Boards of Cooperative Educational Ser- 
vices, to save harmless and protect teacher^, practice or 
cadet teachers, members of the supervisory and administrative 
staff , and employees against suits for accidental bodily in- 
jury or property damage. 

Section 3028 of the Education Law requires the board of educa- 
tion or trustees of any school district to provide an attor- 
ney, and to pay the attorney's fees and expenses Incurred in 
the defense of a teacher in either a civil or criminal action 
arising out of disciplinary action taken against any pupil of 
the district by the teacher while acting in the discharge of 
his duties within the scope of his employment. The Law does 
not require the district to pay judgments awardea in civil 
suits, nor fines, or other penalties levied in criminal ac- 
tions. 

Section 3811 of the Education Law requires school districts 
other than New York City to indemnify any superintendent, 
principal, teacher, or other member of the teaching and super^ 
visory staff, or any trustee or member of the Ixjard of educa- 
tion for all reasonable costs and expenses, including awards 
resulting from any action or proceeding against him, other 
than one brought by a school district or a criminal action, 
as long as the court or the Cormuissioner of Education, as the 
case may be, certifies that he appeared to have acted in good 
faith. 

These brief d3scriptlon8 are not ct^plete, and should not 
be relied upon with respect to issues involving these sections. 
Reference to the Law Itself is suggested in such Instances. 




161. Is Amendment of the district's liability coverage necessary in 

order to implement this protection on l^ehalf of l>oard members 
and employees? 

No. The indemnity and protection mentioned must be provided bv 
the district regardless of the provisions of the district's 
insurance policy or policies. 

162. Is a district pemitted by law to insure its obligations to pro- 

and 381??"^^''^ required by Sections 2560, or 3023. 3028, 

^^luZf Tl^ Sections 3023 and 3028 specifically authorize pur- 
chase of insurance to cover the obligations they impose, ttere 
appears to l>e little question that it is legal for ^hoil Til" 
tricts to insure other legal obligations. 

163. Can the General Liability policy be extended to cover a school 

district s obligations under these sections of law? 

A General Liability policy endorsement known as the "Colleges or 
Schools" endorsement, which is included without additional 
charge on school district General Liability policies, includes 
board members and employees as Insureds. In addition, some in- 
surers offer endorsements to the effect that coverage is af- 
forded for the obligations imposed upon the district by these 
sections of the law. 

Such endorsements, however, only extend the policy coverage- 
Bodily Injury, and Personal Injury, and Property Damage if 
elected-with respect to board members and employees. Section 
3811 requires protection with respect to "any action or pro- 
ceeding" against the individual it names. Certain actions or 
proceedings might involve allegations beyond the scope of 
Bodily Injury, Personal Injury, or Property Damage Liability. 

164. Is insurance available which will cover most conceivable actions 
or proceedings against board meml>ers or employees which are 
beyond the scope of the General Liability policy? 

Yes. Liability insurance known as "School Board Indemnity" has 
been introduced in recent years which would provide indemnity 
tor legal costs and awards for most conceivable allegations 
within the purview of Section 3811. but beyond the scope of 
the General Liability policy. 
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Such policies usually have two insuring agreements. The first 
indemnifies I) individual board members, 2) board members and 
selected employees, or 3) board members and all employees. 
The second reimburses the district to the extent that it has 
indemnified individuals as required or permitted oy law. The 
legality of purchase of such policies has beon questioned on 
the basis that the first insuring agreement may provide insur- 
ance protection which is broader than the protecii.on required 
by law, which constitutes. In the form of prejalums, a prohib- 
ited gift of public funds. This issue has not been adjudi- 
cated to date. 

Since "School Board Indemnity*' Insurance is a relatively new 
type of coverage, revisions and entirely new policy forms may 
l>e expected. Boards of education are therefore l>est advised 
to seek the opinion of the scliool attorney relative to the 
legality of purchasing this type of Insurance. 

165. Does Premises-Operations Insurance cover any types of hazards 
related to transportation? 

Yes. Premises-Operations Liability coverage written for school 
districts contains what is known as a "Colleges or Schools" 
endorsement. This endorsement provides that the policy will 
cover any transportation hazards not connected with vehicles 
owned, operated, or hired by or for the Insured, an employee, 
or an officer of the district. 



166, What is an example of a transportation hazard that would be 

covered by Premises -Ope rat ions coverage? 

A group of students visit ftew York City on a school -sponsored 
trip. If a pupil Is Injured on a public conveyance, such as 
a bus or subway train, and suit is brought against the dis- 
trict as a result of the accident, the Premises-Operations 
Liability coverage would apply* 

167. When does a school district need Owners* Protective Liability 

Insurance? 

Any time tliat an independent contractor is engaged in construe- 
lion which enlarges the size of the structure, or during de- 
molition work on school property. Claims against the district 
are covered under Owners* Protective Liability Insurance, with 
the premium based on the contract cost. 
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168. If the contractor has satisfactory liability coverage, why does 

the school district need it too? 

The contractor's insurance does not extend protection to the 
school district. The courts have held that where accidents 
occur in the performance of the work, the owners of the 
property may be negligent for failing to select competent 
contractors or for failing to exercise proper supervision 
over the work. 

169. A board of education contracts to have repairs and alterations 

performed on an existing building. Is Owners' Protective 
Liability Insurance needed for these operations? 

No. As long as the work does not involve changing the size of 
the building or demolition operations, the district's 
Premises-Ch^e rat ions coverage will apply. 

170. A school doctor renders improper treatment to a pupil, or fails 

to render proper treatment, or fails to note an adverse medi- 
cal condition, and the parents sue both the school district 
and the doctor. Does the school district's liability policy 
cover both the district and the doctor? 

Some insurers feel that the basic wording of the Comprehensive 
General Liability coverage, written on an "occurrence" basis, 
is adequate to protect the school district Others, however, 
feel it necessary to attach an Incidental Professional Mal- 
practice endorsement. It is best to check this point with 
the district's insurer. 

The doctor would be insured under the district's policy only if 
he is a bona fide employee, and then only to the extent of the 
coverage afforded to the district. Such coverage would not be 
adequate to cover his malpractice exposure. The school doctor 
IS best advised to purchase his own Malpractice Insurance. 

171. Does a school district generally have a need for liability pro- 

tection on products it may sell, handle, or distribute? 

Yes. A school district is legally responsible for injury caused 
by food which is spoiled, or which contains harmful substances, 
or for defects in other products which it sells or distributes. 

172. Is this coverage afforded b> General Liability Insurance? 
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Tlie pT-emlses c«)verage includes protection for accidents which 
occur on the school premises as a result of consumption of 
food or other articles which were sold, handled, or distrib- 
uted by the school. Oi the other hand, if food sold or dis- 
tributed by the school is consumed away from the premises, 
the Premises-Oi^erations Coverage does not afford protection. 



173. How can coverage be obtained to protect the district against 
Products Liability occurring away frcMj the premises? 

By including in tlie General Liability policy coverage for 
Products Liability • The cost for this protection is quite 
low. 



174. When would a school district need Contractual Liability Insurance? 

Contracts between school districts, or BOCES, and other parties 
may incorporate so-called Hold Harmless agreements whereby the 
district assumes the liability of the other party in addition 
to its own- 
Hold Harmless clauses which are included in leases of premises 
signed by a school district, or contained in easement agree- 
ments, are covered without additional charge by Premises- 
Operations coverage. However, most other types of Hold Harm- 
less agreements are not covered, and would require a specific 
Contractual Liability insuring clause. The rates for the Con- 
tractual Liability coverage are figured separately on each 
contract, and are dependent on the exact wording of the clause 
which is to l>e insured. 



175. Does Premises-Operations Liability Insurance include coverage 
for elevator accidents? 

Yes* It covers accidents which arise out of the ownership, 
maintenance, or use of elevators, escalators, and hoists. 

The insurance company ordinarily makes regular inspections of 
elevators which they insure. In order to minimize the possi- 
bility of accident. In some cases, inspection charges are 
made for this service. 



176, What is tlie difference between Liability Insurance applying* to 
bodily injury, and Liability Insurance apjjlying to perscmal 
injury? 
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Policies insuring against bodily injury coyer claims for physical 
harm to the claimant, including sickness and death resultine 
therefrom. " 




. 'iding 

ance, personal injury liability is usually subdivided into the 
lol lowing groups: 



Hazard Group A: False arrest, detention, or imprisonment, or 

malicious prosecution, 
flazard Group B: Libel, slander, defamation, or violation of 

right of privacy. 
Hazard Group C: Wrongful entry or eviction, or other invasion 

of right of private occujMincy. 

Insurance can be written on any one or all of these groups^ 

Wliat are some examples of tho need for Personal Injury LiabiUtv 

coverage/ ^ 

There is need for coverage on libel and slander because parents 
have the right to inspect pupil records. In addition, actions 
can be brought by employees who feel their reputation has been 
impaired by the district, during hearings as to their profes- 
sional competence. It is well for the district to consider 
elimination of a standard exclusion in tho Personal Injury en- 
dorsement of claims brought by employees. 

^^ll^^ .^'"''Tl ^^^'"^ ^""^^^ attempts to apprehend persons 

believed to be responsible for tteft or vandalism. 



Wliat effect does the loss experience of the district have on 
General Liability rates? 

Under General Liability, small risks pay the manual rates regard- 
less of their actual loss experience. However, for larger ac- 
counts the premiums become subject to Experic^nce Rating. In 
this event, the insurance company or the Rating Bureau figures 
an experience modification by a formula which c^npares the pre- 
miums with the incurred losses during a prior perLd-usually 
a 3 year cycle. If the Insured's loss experience has been 
more favorable than average, a credit is applied to the manual 
rates for the next year. If the loss experience has been less 
favorable than average, a debit or surcharge is applied to the 
manual rate for the next year„ 
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Since iH>lh paid hisses and estimated li).ss£?s .irc used in these 
compulat inns, it is important that the district receive de- 
tailed infiinnatton from its agent as in c»xactly wliat premiums 
and losses were used in figuring its experience modification. 
^)l»jection should \h> made whore estimates on unsettled claims 
appear to be excessive. 

Siwiie insurance companies also use "scliedule rating" plans, under 
which debits and credits are assigned <m a judgna^nt 1>asis for 
physical exposures and manageir^nt practices. 



C. AtTOtOBIU-: LIABILITY INSURANCE 

17*). Does a schtuil district liave lo «^htain Autonuibile Liability 
Insurance* In^fore it can operate sc!u>ol -owned vehicles? 

No. A school district can oiaain license j)!ates merely by 
presenting an omnibus application to the Departnient of Motor 
Vehicles. liecause of tlio catastroplu* haJ^ard inherent in bus 
t ransp4>rtation, few districts would consider it prudent to 
«)p«'rate motor vehicles without adequate Liability Insurance. 

IHi). Wliat liasic insuring agreements are contained in tlie Autiwnbile 
Bodily Injury and Fioperty Damage policy? 

a. Pay all suras which the Insured is legally obligated to pay 

as damages f<*r biKiily injury, sickni'ss, i>r disease, in- 
cluding death resulting thi*rt*f rem ; 

b. !^ay all sums which the Insured is legally obligated to pay 

as damages because of injury to, or destruction of, 
property of others, including loss i^f use tlurrcof; 

c. Defend any suit for b«ydily injury or property damage against 

the Insured and pay all costs resulting from such suit; 

d* Vay expenses incurred for Immediate Medical and Surgical 
Relief. 

IHI , When does a school district's coverage provide payment for 
Bodily Injury or Property Daiuage? 

Settlements are made only when the claimant can sh<»w tliat the 
accident resulted from tlu» negligence of the schoi»l d^^itrict, 
or its employees, or agents. 
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Aren't „«ny suit, against school districts settUd hefore damages 

arc. awarded by a court? "^^es 

Yes. Insurance companies often make settlements in certain cases 
when this procedure seems to be the least costly metJ^d of^n! 
diinx the claim. However, the negotiation of a pretrial LuJe- 
ment^rests with the insurance cc^pany, and not the school dJs' 

1H3. What protection is afforded to a schoolbus driver or other 
employee driving a school-owned vehicle by the district's 
Automobile Liability Insurance, when he is involved naJ 
accident? 

^tPcr^H^^"'''^ ^" ^u^^^^ ^" Insured, and is therefore pro- 
tected in any suit which alleges negligence. The insurance 

eUher'b:S?!v ''"^ ""'^^ ^^^'^^ cUims L^oWing 

either bodily injury or property damage. "*ving 

^^iJ^^^f''^''*'" accident, he is entitled to the 

benefits provided under the New York State Workmen's Compens^. 
tion Act, even if his own negligence caused the accident! 

Does a school district have to pay for passenger liability cov- 
erage on its bus equipment year-round? 

No If buses are used for carrying passengers only during tlie 
10.m«ntb school term, the ordinary Liability Insurance can L 
written for the 10-month period at pro rata of the annual 
premium. Coverage is provided during the summer months by a 
•Repair and Testing" endorsement. Of course, any buses Zed 
during the summer months to transport children to summer ses- 
sions, swimming, or suirni^r recreation programs should have 
lull passenger coverage in force for the entire year. 

1B5. What is a Repair and Testing Endorsement? 

When a schoolbus is used for carrying passengers only during the 
lO-month school terra, an endorsement can be attached which af- 
fords coverage during the summer months for use of the bus in 
getting it ready for the next school tern, including Inspec- 
tion, road testing, and repairs. A small charge is made on 
each bus to which the endorsement applies. Since this endorse- 
ment excludes use of the bus for carrying passengers during 
the summer months, it is important that there be a clear under- 
standing with the insurance company as to which buses are to 
have this restricted insurance. 
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IHft. Is it lesal for a school district to permit usage of its 
school buses by others for nonschool purposes? 



Yes, but only as specifically authorized by law. 

Section 1709, subdivision 2S«b of the Education Law permits the 
lease of tl^ schoolbuses to other school districts, BCX^ES, and 
County Vocational Education and Extension Boards when they are 
not needed by the district. Subdivision 25-c of tt^ saim! sec- 
tion permits lease to other school districts and certain munic- 
ipalities for use with respect to youth activities as outlined 
in the law« 

The only private groups authorised to use schoolbuses are Senior 
Citi^n Centers recognized and funded by the Office for the Ag- 
ing or any nonprofit incorporated organization serving senior 
citizens. This authority is provided by Section 1502 of the 
Education Law, newly added by Chapter 531 of tl^ laws of 1973. 



187. How should the insurance coverage on such leased buses be 
handled? 

Subdivision 25-f of Action 1709 provides, with res(^ct to the 
lease of buses authorized by Subdivisions 25'-b and 25-c, that 
Liability, Fire, Workmen's Cc^pensatlon, and Collision Insur* 
ance shall be provided for the benefit of the lessor, and that 
the lessee shall pay the additional cost thereof « 

Tt^re is no similar provision in Section 1502 relative to lease 
to senior citizen groups. 

Since these sections of law provide only for lease or rental of 
buses and do not authorize districts to provide transportation, 
the driver should be an employee of the lessee, and, therefore, 
insured by the lessee for Wortosen's Compensation^ 

With respect to Liability and Physical Damage Insurance, one 
approach is for the district to suspend Its coverage, and re- 
quire the lessee to provide the insurance on behalf of the dis- 
trict as well as the lessee* This is cum be rsoroe, but has the 
advantage that any loss will not be reflected in tl^ district's 
experience modification. The alternative is to continue th^ 
district's Coverage in force* Although this would be the sim- 
plest approach, any losbt^s i>^uld be charged against the dis- 
trict's experience* If this latter alternative is elected, the 
district's policy should include a "Special Trips** endorsement. 
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IH«. is tlH. premium determined under tlie Comprehensive AuUm.Uil. 

Liah ity policy if tire district doesn't report substitute or 
additi«.nal vehicles at the time tltey are put in use? 

An audit is made at the expirati<m of the policy, in which the 
pr..mium is Ci«uputed pro rata from the date such vehicles were 
first licensed to the end of the policy period. Tile Insured 
must keep a record of tlie vehicles acquired or sold so that 
thf auditor can make the proper adjustment. 

1«9. IX,es the Standard Automobile Liability and I'roporty D^mat'e Insur- 
ance offer any aut^Knatic coverage for substitute or additional 
vehicles put in use by a school district? 

a. AutfMnoblles acquired as substitutes for vehicles Insured in 

the policy are automatically covered. 

b. The Insured has 30 days to report additional vehicles to 

the insurance carrier if coverage is written under any 
policy other than the Comprehensive Automobile Liability 
policy, ^ 

190. Can a school district which contracts for transportation of its 
pupils obtain liability coverage for its possible liability 
as a result of an accident involving the contractor's bus? 

Yes. Hired Car Qiverage is available for this exposure. Tlie 
cost is very low. The rate is !>ased on the amount of tlu- 
contract during the policy period. The insurance is ordi- 
\ narlly Included In the district's Automobile Liability policy 

for t;ie same limits as those which apply to owned vehicles. 

It is recommended that each contractor be required to furnish 
to the board a Certificate of Insurance indicating the cov- 
erage and limits which he is carrying, including a provision 
that the board will be notified if the coverace is chanced 
or cancelled. 

The school district can claim protection under tlie policy 
carried by the contractor up to whatever limits he lias in 
force. Tte school district's Hired Car coverage would pro- 
vide excess insurance on the interest of the school district 
only, and would nor --.ver the mntractnr, who has only the 
limits of Insurance which he purchased in his own policy. 

191. Does AuLcTOobile Liability Insurance cover the cost of Inunedi- 
ate Medical and Surgical Relief to injured persons? 
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Yos, and this coverage is afforded twth on pupils and otiwrs, 
without exceptions of the type found In Premises-Ope rat inns 
Insurance. (See Questions and 155) 



Does Autcsaobile Liability and Property Damage Insurance cover 
liability of a school district for injuries to any passengers 
other than pupils riding a schooNowned bus? 

Yes, such a policy would cover any passengers authorized trans- 
portation by school officials, other than anployees of the 
district. Employees are covered by Workmen's CkMnj^nsation. 

What is Bnployers* Non-CX#nership Liability Insurance? 

It is insurance taken out by an employer to cover its liability 
for use of automobiles owned and operated by employees and 
others in the internst of the employer. 



Why should a }>oard of education purchase Bnployers* Non-Ownership 
Liability Insurance when the owner carries Liability Insurance? 

Since the school district may tnj liable for such usage, it should 
make certain that there is adequate coverage. Even though the 
employee has a policy, tliere still may be an exposure to tl^ 
district because: 

a. Tte employee may liave insufficient limits. 

b. The employee's insurance may lapse, or the policy may l>e 

voided by failure of the Insured to comply with require- 
ments of the policy. 



A group of parents donate their cars to transport pupils on a 
school function. Would the Employers* Non-Ownership Liability 
policy cover the district? 

Yes. It should be noted that the Employers' Non-Ownership Lia- 
bility Coverage does not protect the parents, who must roly on 
the coverage of ttelr own insurance policies. 

Coverage would also be provided the school district by tlic 

Premises-Operations Policy under the endorsement mentioned in 
Questions 165 and 166« 
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WiMt is tlio coverage kn.ivn as I'naection Against Uninsured 
Mi)t ui i si s7 

rhf Nt'W Y<»rk Law u-quires timt every liability pi>licy insuring 
llu. .iwnor of a vehicle registered in this State include- lyetro.- 

. fits on accidc-nls which n>sull in bodily injurv caused by a 
mou.r vohiclc which iiodiiy Injury Liability' Insurance is 
not in force. The limits are set at $10,000 each person, 
5.20, (HH) each accident, and apply to bodily injury only. The 
cost is a small flat cliarge {>er car. The insurance can l,e 
i-xtpndod to apply to accidents which occur outside the State 
of New York. 

This clause makes it possible for the insurance carrier on the 
vehicle to pay claims to occupants who ar« injured as a 
rysult of an accident which is caused by anotlier vehicle upon 
which no Bodily Injury Liability Insurance is in force. 

Wiiat is tlio best way for a district to cover all motor vehicle 
exposures? 

Al! exposures should \^ included in a single Comprehensive 

Automobile Liability Policy, with adequate limits of liability 

How do insurance companies compute the premium on Comprehensive 
Autnimibile Lial)ility policies? 

At the inception of Ll»e policy, a Survey of flazards must l>e 
c<impleted to develop the known exposures, such as: 

«i. All <»wned and tonii leased autt>niol)i les ; 

b. Thi- «.stimaied Cost of hired automobiles; 

c. The numlH^r of Class 1 and Class 2 employees for 

Kiiij-loyers' Non-C^nership Liability. 

After the effective date, the school district must keep 
record of changes in exposures, such as acquisition or disposal 
of vehicles. At the end of the policy period, an audit is made 
!'y the company of all exposures during the policy period. The 
original deposit premium Is adjusted by the auditor to reflect 
either additional or return premiums for changes in exposures. 

Wbni Pffnrt does the loss exjH>rionce of the district have on 
Autivntsbiie Liability rates? 
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Under Automobile Liability, insureds with small premiums are 
charged the manual rates. If the district produced automobile 
basic limits premiums of at least §1,000 in the last 2 years 
of the experience period on not less than 3 buses or 5 vehicles 
of any kind, its Automobile Liability premiimi \y ^omes subject 
to experience rating. The Rating Bureau then figures an expe- 
rience modification by formula, in a manner generally similar 
to the General Liability procedure described in Question 178. 

Some insurance companies have developed their own experience 
rating plans, which may vary from the Bureau plans in their 
eligibility requirements and effect. 



NO FAULT AUTC^OBILE INSURANCE 

What is the New York "No Fault" Auto Insurance Law? 

This refers to the "Comprehensive Automobile Insurance Repara- 
tions Act" effective February 1, 1974. It substitutes a 
reparations system for the traditional method of making a 
claim in civil courts under common law against another person 
who was alleged to be at fault because of negligence or lack 
of care. The term "No Fault" derives from the fact that most 
payments will be made without the need to determine fault or 
negligence by litigation. 



Does the No Fault Law eliminate all civil law suits conceding 
auto accidents? 

No. In the first place, tlw law applies only to personal injury. 
Claims for property damage are not affected. 

Secondly, tl^ law is considered to be a "modified" rather than 
a "pure" no fault law, because It permits litigation for col- 
lection of damages in civil courts in any rase which involves 
"serious" personal injury. The law defines "serious injury" 
as an injury which results in: 

a^ death 

b) dismemberment 

c) significant disfigurement 

d) a compound or comminuted fracture 
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e) permanent loss of use of a body organ, member, 
function, or system 



f ) any injury which caused expenses which exceed 
a "threshold" of $500 for medical, hospital, 
surgical, nursing, dental, ambulance, x-ray, 
prescription drugs, or prosthetic devices. 

202. Why was "No Fault" insurance felt to be an improvement? 

Under the liability insurance system, it was necessary for a 
person injured in an automobile accident to establish negli- 
gence on the part of another party in order to collect his 
own loss. If he were partly at fault, he would very likely 
not collect his econwnic losses. 

Under "No Fault," the policy covering the auto in which he 
was riding would pay his medical bills and loss of earnings, 
without regard to which party was at fault for the accident. 

203. Are all types of vehicles subject to the No Fault Uw? 
The law applies to all types of vehicles except: 

Motorcycles, 

Electric invalid chairs. 
Snowmobiles, 

Vehicles on rails or tracks. 
Self-propelled caterpillar or crawler-type 

equipment operated at contract sites. 
Self-propelled combines, corn or hay 

harvesting machines, and tractors used 

for agricultural purposes. 

All owners of vehicles subject to the law, including 
school districts and schoolbus contractors, are liable for 
No Fault benefits. 



204. What benefits are available to injured persons under the 
No Fault statute? 

The No Fault Uw indemnifies "basic economic losses." The 
mandatory first-party benefits, called Basic Personal Injury 
Protection, include; 
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a) Loss of earnings from work, but reduced by 
i£0 percent and limited to not more than 
$1,000 per month for a period of 3 years, 

b) Medical expenses from date of accident* 

c) Other expenses up to $25 per day for 1 year 
from date of accident. 



205. What is raaximuin benefit? 

The maxlraum basic economic loss for each eligible injured person 
in any one accident shall not exceed $50,000* 

Since the limit is payable to each person in the vehicle, the 
theoretical maximum loss on a schoolbus with 60 occupants 
would be $3 million, plus the exposure to legal claims from 
any passengers who sustain "serious injury," as previously 
defined. 



206. Mliat persons are eligible to receive Basic Personal Injury 

Protection (PIP) benefits? 

The benefits are payable to owner, operator, or any occupant of 
the vehicle, and to any person injured through use of tte 
covered vehicle, such as a pedestrian. 

207. Are there any exclusions of persons eligible for Basic PIP 

{>enef its? 

Yes. The law excludes any person: 

1) Who Intentionally causes his own Injury. 

2) Who sustains injury while operating a 
motor vehicle in an intoxicated condition, 
or while impaired by drugs* 

3) Injured while conuaitting a felony or 
seeking to avoid arrest* 

4) Operating a motor vehicle in a speed 
Contest or race. 

5) (grating or occupying a motor vehicle 
known by him to be stolen. 
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20«. Dtjos the No Fault Law eliminate all need for Auto Medical 
Payments? 

No. There are some cases where Medical Payments would still 
he useful. For eKaraple, the Medical Payments coverage would 
cover injury in an accident outside New York State, and may 
cover scMae of the persons who are excluded frcan basic PIP 
benefits because of intoxication, etc. There is probably 
little need for a public school system to purchase Medical 
Payments insurance on its vehicles, however. 



. Are there any offsets against the benefits in the No Fault Law? 

Yes, Workmen's Compensation benefits and Social Security 
Disability Benefits are subtracted from No Fault benefits. 

However, PIP tenefits are primary to any statutory New York ^ 
Disability benefits. 

School districts must provide Workmen's Compensation benefits, 
but are not obligated to provide Statutory Disability. They 
may do so at the option of the board of education. 



. Does the No Fault Law apply to accidents anywhere in the U.S.? 

No, the Basic PIP benefits apply only to accidents which occur 
in the State of New York. If a vehicle registered in New York 
and subject to the law leaves the state and has an accident 
outside New York State, the claims will be handled under the 
regulations which apply wherever the accident occurs. 



. Can Basic PIP benefits be extended to apply outside New York 
State? 

Yes, but the prescribed endorsement extends out-of-state benefits 
only with respect to the named insured and relatives who reside 
in his or her household. Such an endorsement, therefore, would 
not provide out-of-state No Fault benefits to employees or pu- 
pils. Liability, and Medical Payments (if purchased), would 
apply on essentially the same basis as they did prior to No Fault. 



2. Does the No Fault Law eliminate the need for purchasing Bodily 
Injury Liability Insurance? 

Not at all, because every owner of a vehicle in New York State 
is still exposed to claims for damages in civil suits for an 
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accident involving "serious injury,'* Also, if tl^ vehicle 
is driven outside Ifew York State, the owner may be subject 
to claims for dsunages under thB laws of other states or 
Canada. 



213. Does a school district need to continue to carry Property Damage 

Liability Insurance on its vehicles? 

Yes. The No Fault Law does not apply to property damage claims. 
These will continue to be handled on a liability basis, so the 
need for Property Damage Liability coverage is not changed. 

214. What about Fire, Theft, CcHnpretensive, and Collision coverages? 

The need for these coverages is not changed by the No Fault Law, 
which applies only to econc«nic losses resulting frcnn personal 
injury. 



E. CATASTROPHE EXCESS LIABILITY INSURANCE 

215. What is Catastrophe Liability Insurance? 

Catastrophe or «'Utabrella** Liability Insurance is a form of excess 
insurance which is intended to supplement regular Automobile 
and General Liability policies, both as to limits of coverage 
and as to breadth of protection. Insurance programs which use 
these forms are arran^jd to provide a primary layer of coverage, 
using conventional policies with limits adequate to deal with 
normal losses, and an excess layer intended to provide coverage 
for losses of catastrophic nature. 

IhB primary layer is usually written for at least $300, 0(X) each 
occurrence for Bodily Injury, and $50,000 each occurrence for 
Property Damage. 

The excess layer is usually written with a single limit of at 
least $1 million each occurrence, covering &>dily Injury, 
Personal Injury, and Prooerty Damage. The excess limits may 
be written for as high amounts as are needed. Excess limits 
of $5 million, or even $10 million are not uncommon today. 

216. What advantages in coverage exist under Catastrophe L:*ability 

forms? 
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Since these policios are written only as excess coverage, tiiey 
aro written with fewer excIusitMis than conventional policies. 
For example, raost Catastrophe Liability pt>licies do not ex- 
clude property in tlie care, custody, and control of the Naiued 
Insured. In addition, they cover tl^ Insured's liability 
arising from occurrences anywhere in the world, such as stu- 
dent trips mentioned in Question 139. 

217. Is there any cost advantage to using a Catastrophe Liability 

Policy, rather than simply increasing the limits of the 
primary policies? 

There may be a cost advantage, since Catastrophe Liability 
policies are not subject to experience rating, and the carri- 
ers have more leeway in calculating premiums for these forms. 
Also, many companies are willing to issue these policies for 
a 3-year term, which fixes the cost for this period of time. 

218. Are all Catastrophe Liability policies the same? 

Not at all. Tltere is no standard contract. Individual insurance 
companies design their own forms. There is wide variation in 
the coverage from ccsnpany to c«npany, 

219. How can we be certain we have purchased a good Catastrophe 

Liability policy? 

The only solution is to make a point-hy-point analysis of any 
policy offered for consideration. If any objectionable provi- 
sions are revealed, a request can be made to modify the con- 
tract, or another company's contract can be selected. Some 
such policies, for example, exclude coverage for liability 
arising from riot and civil commotion. Such an exclusion is 
felt to be an unacceptable limitation of coverage. 

220. What is the "drop down" provision? 

Since the Catastrophe Liability policy is broader than the 

primary insurance, it will respond in some instances whore the 
primary Insurance will not, and a provision is needed to estab- 
lish the point at which it responds. It "drops down" to cover 
the loss in excess of a stipulated amount, which is normally 
either $10,000 or $25,000. Commonly referred to as the 
"insured's retention," this is a deductible, which applies fo 
any claim which is not insured under the primary liability 
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coverage!. In some cases t}ie deductible applies to all los$» 
and in others it applies only to awards. Tte latter provides 
coverage for legal defense costs in th^ deductible area, a 
desirable feature. 
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CHAPTER III 
FIDELITY AND SURETY BOHDS 



What kinds of surety bonds are of interest to school districts? 

a. Statutory Public Official Bonds. 

b. Public Official Dishonesty Bonds - individual or schedule 

form. 

c. Public School Systems Blanket Bonds - honesty or faithful 

performance . 

d. Contract Bonds. 

e. Depositors' Forgery. 



What is a Statutory Public Official Bond? 

It is a written obligation required of a public official, guar- 
anteeing that he t?ill faithfully perform his duties and that 
he will honestly account for and pay over funds and property 
that ccane into his possession. 



What school officers are required by law to be bonded? 

a. Tax Collector - Sections 1805, 2124, 2130(5), and 2527 

of the Education Law. 

b. Treasurer - Sections 1805, 2122(4), 2130(5), and 2527 

of tlte Education Law. 

c. Internal Auditor - city school districts - Section 2527 

of the Education Law. 

d. Registration Agent for District obligations - Local 

Finance Law, Section 70.00, subdivision 4b. A bond 
is not mandatory when a bank serves as registration 
agent . 

e. District Clerk - Section 2527 of the Education Law. A 

bond is required in city school districts when the 
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position of auditor has not l>een created. 



£. Officers appointed to sign checks in lieu of Treasurer, 
and officers who countersign chocks with Treasurer - 
Section 1720 of the Education Lawo 



224. Must the school officers mentioned in Question 223 furnish a 

separate undertaking to qualify for office? 

No* Subdivision 2 of Section 11 of the Puhllc Officers' Law 
was amended by Chapter 813 of the Laws of 1973 to permit the 
governing body (board of education) to elect to cover such 
officers under a blanket bt^nd, along with the employees of 
the district. 

The board of education should designate the limits of coverage 
for each officer, which limits can be higher than the amounts 
on the regular employees. 

Tl« term of the bond on the officers should be for the full 
term of office^ to cc^nply with Action 12 of the Public 
Officei-s* Law--Seo Ccraptrol ler * s (pinion 61-791* 

225. Do the Regulations of the Commissioner of Education require 
^ others to be bonded? 

Yes. Section 170.2(d) requires that Internal auditors In 
Central and Union Free School Districts be bonded. 

Section 172*5 permits the board of education to assign any of its 
officers or employees to perform such duties as it may prescribe 
relative to extrac lass room activities. It requires the bonding 
of such of these officers or employees as the board deems neces- 
sary^ in amount or amounts determined by the board. 

226. What is the term of a Statutory Public Official Bond? 

It usually runs concurrently with the public official's term of 
office. Wliere officials hold office for an indefinite period, 
a bond indefinite as to term is often filed. As a matter of 
policy, it is felt that where certain public officials may 
serve at the pleasure of the board of education^ bonds of these 
officials should be filed for each school year* 

227. Does this type of bond afford any protection for the school 

official on wh^n it is written? 
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No. A surely bond is not an insurance policy for the school 
official. When he fails, or is unable, to fulfill the obliga- 
tions of his office, the surety company assumes his place to 
make good any loss to the school district:. However, the 
surety company then has the right, under the law, to collect 
from the official the amount of the loss it has paid, plus 
the amount of e>q5enses incurred in effecting recovery. 

228. Does this mean tliat a school district tax collector, for example. 

would be held liable if school funds were stolen from his home? 

Yes. He would be held liable for the disappearance of school 
funds regardless of the circumstances. However, the school 
district would be protected by the surety bond up to the bond 
limit, even though the tax collector could not make good the 
loss. 

229. How can a school district official who is required to file an ' 

official undertaking be protected from Liability for losses 
which are not due to dishonest acts on his part? 

The Broad Form Money and Securities policy would protect the 
public official up to the limit of coverage against most 
losses of public money, checks, or securities. Loss of 
district money by fire, explosion, theft committed by out- 
siders, or mysterious disappearance would be insured under 
this policy. However, losses caused by the dishonesty of 
a school official or any school employee would be excluded. 
Subordinates can be required to file bonds to cover this 
contingency, 

230. How is the premfum computed for a separate school district Tax 

Collector's Bond? 

Tlve standard premiian is figured at a rate of 75 cents per $1,000 
on the entire tax roll. Since the premium is based on the 
amount of the tax levy, there is no saving in premium for set- 
ting the amount of the bond below the amount of the tax roll, 
unless the bond is set for less than 20 percent of the tax 
roll. In this latter case, the premium is computed at $3.75 
per $1,000 on the amount of the bond, with a minimum premium 
of $10. ^ 



231. A school district has a tax levy of $300,000. Give examples of 
the premiian charge for bonds of varying amounts. 
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Bond In any amount from §60,000 lo $300,000, 

($300,000 X $,75/$l,000) §225 

Bond for $40,000 ($A0,000 x 3w5/$I,000) 150 

Bond for §20,000 ($20,000 x 3.75/$i,000) 75 

The rates quoted In the two questions above are those used by 
most companies, and have l>een in effect since 1955, However, 
some carriers pay dividends or allow deviations from these 
rates to produce lower net cost. 



232. How is the premium computed tor a school district Treasurer's 
Bond? 

Both the type of school district and certain administrative 
procedures have a bearing on the situation. The present 
provisions are: 

Manual Rates for School District Treasurers in General 

Bond up to $25,000 $2.50/$l,000 (Minimum $10 annually) 

$25,000 - $50,000 62.50 plus $2.10/$1,000 above $23,000 

$50,000 and up 115.00 plus $1.65/$1,000 above $50,000 

NOTE: A 15 percent credit will be applied to the annual premiim 
when a school district by budgetary appropriation provides for 
an annual audit and where such audit is actually made annually 
of the treasurer's accounts by an independent CPA or by an in- 
dependent public accountant who is not an employee of a public 
body . 

Special Rates for Treasurers of Union Free, Central t and City 
School Districts 

Bond up to $10,000 $2.12/$1,000 (Minimum $10 annually) 

$10,000 - $25,000 2U10 plus $1.60/$]. 000 above $10,000 

$25,000 and up 45.20 plus $1.40/$l,Oao above $25,000 

NOTE: To qualify for these special rates, the eligible school 
districts must meet certain requirements including the use of 
an approved system of treasurers* receipts and an annual audit 
of the treasurer* s records by a CPA, an independent auditor, 
or a committee of three members of the board of education 
(excluding the clerk if also a board member}* In addition, 
the treasurer's bond must be fixed at not less than 15 percent 
of the total estimated expenditures as shown in the adopted 
school district budget. 
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TIk.- ratt's shown fi^ive \reert in offect since 1955. They art- 
sul^ject to change, and siune companies do not use this rate 



St ructure . 



233. Ht)W is tlie ankmnt of a Statutory Public Official Undertaking 

determined? 

T!h' various statutes neither prescrilve nor suggest amounts or 
formulae for determining such amounts. Each lx>ard of educa- 
tion has the responsibility for determining the amounts for 
which official undertakings are to be written. One conmon 
method is to have the Ixjnd written for an amount which repre- 
sents the largest amount of money that the school official 
might have in his custody at any one time. It should be 
remembered, however, that losses attributed to public offi- 
cials usually result from an accumulation of dishonest acts 
over a period of time, often greatly exceeding tl^ amount 
under his control at any single moment. Therefore, the 
iHiard should attempt to determine how large an amount might 
Ik.* t.-jken and concealed before discovery. 

234. It seems possible that the application of the rate structures 

described abt>ve will result in amounts in excess of adequate 

needs and, therefore, in excessive premiims in many instances 

Is it possible to obtain the required protection in lesser 
amounts at reduced costs? 

Yes. As mentioned, some insurers do not adhere to these rate 
structures. Quotations can be obtained from such insurers. 
In addition, many districts have achieved significant pre-* 
mium savings by including Tax Collectors, and Treasurers, 
and other officials from whom undertakings are required. 'in 
the district's blanket bond. 

235. What is meant by Cumulative Liability under a surety bond? 

A surety ctwipany is liable up to the face amount of the bt)nd 
for all acts or losses which occur during tl^ term of the 
bond. If the same individual is elected or appointed to 
the same office for two or more consecutive terms, the total 
potential liability of the surety is the sum of the face 
amounts of the separate bonds which have l>een filed. This 
accumulation of liability from one tenn to anotter is known 
as Cumulative Liability. It must be remembered, however, 
that the surety is not liable for more than the face amount 
of tlie bond for losses which occurred during that term of 
office . 
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-i3(u A scIkuiI district treasurer is bonded during each of 5 school 
terms for §10,000. Over tlie 5-year period his accounts are 
shutt §50,000; §1,000 annually for tlie first 4 years, and 
§46,0(K) the last year. How would tin? surety ccnnpany settle 
a claim of this kind? 

The CiHnpany would pay a settlement of §14,000 in accordance 
with the schedule below: 



Year 


Bcmd 


Shortage 


Settlement 


1967 


$10,000 


$1,000 


$1 ,000 


i9a« 


10,000 


1,000 


1 ,000 


1969 


10,000 


1,000 


1,000 


1970 


10,000 


1 ,000 


1,000 


1971 


10.000 


46.000 


10.000 


Totals 


$50,000 


$50,000 


$14,000 



In other wtirds, the settlement for any 1 year will never 
Ihb greater than tl^ amount of the bond. 



237. Why are surety comimnies careful to ascertain that the board 
of education has passed a resolution at the beginning of 
each terra, designating the hank which will be used as depos- 
itory for school district funds? 

The designation of depository relieves the collector, and 
treasurer, and their sureties from liability for loss 
of district funds through hank failure. If no resolution 
is passed, or if the official places public money in any 
hank not designated by the board, \^ and his surety will 
be liable for the loss if tl^ bank fails. 



23«, What coverage is afforded a school district by a Public Official 
Dishof^sty Bond? 

This type of bond protects the district against tl^ dishonest 
acts of various school employees who are not required to 
file a statutory bond. 



239, What are the various types of Public Official Dishonesty Bonds 
which are available to school districts? 

a. Individual 



Covers an individual naixsed employee for a specified £unount. 
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h, Namo Scliodule 



Cavers tva or nit)re named t-mployees, with a separate amount 
of cuverage specified for each individual. This form 
must fH» amended each time there is a change in the. name 
iif the person to be lujnded. 

. Position Schedule 

Covers any employee while occupying one of tlie positions 
specified in the bond. The amount of coverage is indi- 
cated for each position separately. Since the names of 
the employees occupying the positions are not included 
in the {nsnd, it is not necessary to change the bond un- 
less a position i.s added or eliminated. 

Public School System Employees Blanket Bonds 

Tliere are four options available: 

1. Honesty Blanket Bond - (Aggregate Penalty) 

2. Honesty Blanket Position Bond - (Multiple Penalty) 

3. Faithful Performance Blanket Bond - (Aggregate Penalty) 
A. Faithful Performance Blanket Position Bond - (Multiple 

Penalty) 

240. What are the important differences between the two Blanket Bond 

forms? 

a. Blanket Bond - or Aggregate Penalty Form 

Insures each loss up to the face amount of the bond, regard- ■ 
less of whether one employee or several employees in col- 
lusion are responsible. 

The minimum limit for coverage is $10,000. 

The maximum limit can be as high as desired. 

Blanket Position Bond - or Multiple Penalty Form 

Insures up to the face amount of the bond on each individual 
who is identified as being involved in the loss. Therefore, 
on collusion losses this form will pay more than the Blanket 
Bfjnd written for the same amount. 

The minimum limit for coverage is $2,500, 

The maximum limit for coverage is $100,000. 

This form is more expensive than the Blanket Bond because of 
the greater coverage on collusion losses. 

241. What information is used by the surety in rating these Blanket 

Bonds? 
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The application includes a section calling for a classification 
of office 4 and employees of the district. The employees are 
listed by job description, no*^ by iinme. Th& most important 
for rating purposes are those employees who hold executive or 
administrative positions, and those who handle money, or main- 
tain or audit accounts of money, or supplies. 



242. What obligation does a Public Official Dishonesty Bond impose 
upon th& Insured when a loss occurs? 

The school district must prove that a bonded employee caused 
the loss. Under the Individual and Name ScheduJo Forms, the 
district raust show that the insured employee was the one who 
caused -he loss. Under either of the Blanket Bonds, it is 
sufficient to show that scane employee caused the loss, even 
though the particular person responsible cannot be Identified. 



243. ^ i^at is meant by the Discovery Period in connection with Public 
Official Dishonesty Bonds? 

This is tte period of time, usually 1 or 2 years, following the 
termination of the bond, during which the Insured may report 
to the surety losses which occurred during the period that 
the bond was in force. Dishonesty losses are often not dis- 
covered until some time after the dishonest act. The discov- 
ery clause gives the Insured a stated period of time after 
the termination of the bond to discover and report claims, 
but the clause also acts to cut off all liability of the 
surety at the end of the Discovery Period. The Discovery 
Period does not start to run until the bond is cancelled. 



244. Is there an acctmulation of coverage under the Public Official 
Dishonesty Bonds from 1 year to another? 

No. Unlike the official undertaking. Dishonesty Bonds are 
written on continuous forms, which remain in effect until 
cancelled by either the Insured or the surety. The limit 
of coverage does not increase fran year to year if the 
bonds are kept in force. 



24' . C.n a school district ever receive more in settlement from a 
bonding canpany than the amount for which the bond is 
written? 

Yea. The Excess Salvage Clause provides that the Insured may, 



ERIC 



78 



under certain circumsUnces, benefit beyond the amount of 
cove rage . 

1 1 lustration 

Amount of Loss 

Amount of bond on school employee 
Amount paid by surety company under bond 
Amount salvaged by surety company from 
employee 

Legal expenses of company in effecting 
re c eve ry 

Net amount salvaged by surety conpany 
Surety company pays Insured fr«n salvage 

(Thus the school district would be fully reimbi rsed for its 
loss even though the bond represented only 50 percent of 
the loss.) 



Is coverage available on pupils who handle extracurricular 
funds? 

Yes. While such pupils are not employees of the district, the 
two Public School System Blanket Bond Forms extend coverage 
without charge to include such individuals. 



Will surety cranpanles investigate employees? 

Yes. Host surety companies will make investigations of 

individuals covered under Dishonesty Bonds, without charge. 
Under Blanket Bond forms, the investigation service is usu- 
ally restricted to executive and money handling employees. 



Does the school district have to prosecute the defaulting 
employee in order to collect under its Dishonesty Bond? 

No. The standard forms do not require prosecution as a condi- 
tion to recovery. 



Do the Blanket Dishonesty Bonds cover loss of valuable property 
belonging to the district discovered to be missing at inven- 
tory? 

/ 

No. In order to collect, the Insured must conclusively prove 
the loss to be due to employee dishonesty. Such losses might 



$5,000 
2,300 
2,500 

5,000 

1,000 
4,000 
2,500 
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liave l^en caused by many other circumstances, such as tlieft 
hy outsiders or improper recordkeeping. 

250. What is a Contract Bond? 

A Contract B<ind is a surety bond that guarantees the performance 
of some contract or agreement. 



251. What kinds of Contract Bonds concern school districts, and what 
does each guarantee? 

a. Bid Bond 

A bond fumisl^d by a contractor with his bid, guaranteeing 
that, if his bid is accepted, he will execute a contract 
and furnish a performance bond acceptable to the school 
district. Bid Bonds are usually written for a percentage 
of the amount hid, commonly 5 to 20 percent. 

b- Performance Bond 

A bond executed by the contractor at the time of signing the 
contract, which guarantees the faithful performance of all 
provisions in tha contract. 

The Performance Bond also guarantees Maintenance Clauses in 
contracts for school construction, whereby the contractor 
agrees to make good on defective workmanship and materials 
for a stated period (usually I year) after completion. 

c. Payment Bond 

A tx>nd executed by the contractor at the time that he signs 
the contract, guaranteeing that all labor and material 
bills incurred in the work will be paid. This eliminates 
the possibility of mechanics* liens being filed against 
the property. The Payment Bond is sometimes included 
with the Performance Bond in a single docmient, or it nay 
be written separately. 

d. Supply Bonds 

Bid and Performance Bonds can be used in connection with 
purchase contracts, guaranteeing that certain materials 
will be furnished or supplied for the agreed price and on 
the agreed terms. These may be specific per contract or 
Annual Guarantee forms covering all bids during the year. 
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Wliat are the advantages of Contract fkjnds? 

a. The school district knows that a contract will be completed, 

either It>- the contractor or the surety company, at a 
stipulated price. 

b. Incompetent or dishonest contractors have difficulty in ob- 

taining contracts because they will not be able to qualify 
for a surety bond if their reputation is poor. 

c. Construction progress is aided, since payment of bills for 

labor and material are guaranteed in the Performance Bond 
or as a separate Payment Bond. Supplyhouses usually make 
pranpt shipments to contractors whose credit has such 
{jacking. 

d. Deserving contractors are often aided by surety companies 

to finish a troublesome contract. Without this aid the 
contractor might be in serious trouble. 

Are Contract Bonds standardized forms? 

No. Many different bond forms are in cormnon usage. Individual 
companies print their own forms. Many architects and engi- 
neers have bond form wordings that they have devised as part 
of their specifications. ScMie school attorneys draw forms 
especially adapted to tlieir own district's requirements. 

What form should be used? 

The school attorney or the person who advises the district on 
insurance matters should scrutinize any Contract Bond form 
offered by tte contractor, to determine if It includes all of 
the normal coverage, and that it does not include any restric- 
tions which may be detrimental to the school district. In 
case of doubt as to the proper wording, the forms copyrighted 
by the American Institute of Architects are generally accept- 
able. 

If the contract is awarded in several parts, such as separate 
building, plumbing, heating, and electrical contracts, it 1 
desirable that all of the contractors execute identical Per- 
formance and Payment Bond forms. 

Can the school district require the contractor to purchase his 
surety bonds from a surety company or agent selected by the 
board of education? 
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No, This practice is S{^cifically prohibited by Ser ion 444c 
of the E^nal Law. The district does, however, h£ ^ the right 
to approve the adequacy of the surety offered by the contrac* 
tor» and the form of the boiid. 



Can contracts, other than construction contracts, be supported 
by a Pe^'fonnance Bond? 

Yes. For exaniple, the specifications for the pupil transporta- 
tion contracts may include tte requirement that bid bonds or 
letters of intent signed by a corporate surety company must 
accompany any bid. This requirement will tend to discourage 
weak or untried firms from suhnitting a bid. The specifica- 
tions may also require that the successful bidder will fur- 
nish a Performance Bond, guaranteeing that he will perform 
the contract. This type of requirement, however, may reduce 
cc«npetition by eliminating scwne firms which could provide the 
service, but do not have financial strength adequate to ob- 
tain a Bid and Performance Bond, 
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CHAPTER IV 
SPECIAL MULTI -PERIL POLICIES 



257. What is a Special Multi-Peril Policy? 

This is a package policy, commonly referred to as an SMP policy, 
which combines Property Insurance (fire and allied perils), 
General Liability coverage, and Crime coverages in one policy. 
Some companies can also include Boiler and Machinery insurance, 

258. What are the advantages of the 
The principal advantages are: 

a. Reduced premiimi cost as compared with 

specific individual policies, 

b. Coordinated coverages which are designed 

to fit together in a comprehensive 
program of protection. 

259. Do all ccwipanies use identical policy forms? 

No. The SMP designed by Insurance Services Office is most 
widely used, but many individual insurance companies have 
designed package policies which provide similar or, in 
some cases, even broader protection. 

The material in this section of the Handbook is based upon 
the Insurance Services Office SMP policy. 

260. What are the major coverages which can be written under the SMP 

form? 

Section I: Property Coverage 

Section II: Liability Coverage 

Section III: Crime Coverages 

Section IV: Boiler and Machinery Coverage 
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S^V SECTIC^ 1: PROPERTY COVE RAGE 



261. Under Section l--Property Coverage, what perils are mandatory? 

At least Fire and Ext- ded Coverage perils must be provided. 
Ttte SMP Institutional form which affords such coverage is 
MLB 104. "MUi" refers to the Multi-Line Bureau which became 
part of the Insurance Services Office. 



262. Under Section 1, what perils may be added at the option of the 
Insured? 

1. Vandalism 6 Malicious Mischief --MLB 121. 

2. (^tional Peri Is- -MLB 123. This form adds coverage 

for limited glass breakage, falling objects, weight 
of ice, snow or sleet, water damage, and collapse. 

3. Sprinkler Leakage--MLB 122, This form covers accidental 

leakage fran an automatic sprinkler system in the 
premises . 



153. Can Buildings and Contents be insured on an "All Risks" basis? 

Yes. Special Institutional Property Fortn MLB 105 insures 
against "all risks of direct physical loss" to Buildings, 
to Contents, or to both Buildings and Contents. This form 
takes the place of forms MLB 104, MLB 121, MLB 123, and 
MLB 129, or 130. 

There are a number of important exclusions, however. Tl^se 
include exclusion of damage caused by flood, surface waters, 
hacking up of sewers and drains, and gradual wear and tear. 
Furt}^r, some types of property are subject to "limitations." 
For example, metal smokestacks, awnings, and radio and tele- 
vision antennas are not covered a^inst loss caused by wind, 
ice, snow, or sleet. 

Review of these limitations and exclusions is desirable, to 
develop a clear understanding as to the exact breadth of 
coverage af fo. isd under special or "all risk " fonn. 



264. What are some other optional coverages under Property Coverage? 
1. Glass Insurance --Form MLB 179. 
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2. Inland Marine Floaters, such as: 



Cameras mLB 168 

Musical Instruments MLB 169 

Fine Arts mlB 167 

3. Extra Expense Insurance --Form MLB 144 

265. What deductibles are mandatory under SIP forms? 

There is a mandatory minimum deductible o£ $100, which applies 
to all perils. Some insurance companies may require higher 
deductibles on certain perils as a condition to writing «-he 
coverage. These are so-called "underwriting deductibles." 
While some rate credits are allowed for underwriting 
deductibles, their mjin purpose is to delete coverage for 
losses anticipated by the insurance canpany, so as to improve 
thp profitability of the acrount. For example, if a district 
has been having a series of vandalism losses ranging in size 
to ?l,000, the insurance carrier may ask for a deductible of 
?1,000, to eliminate payment of future claims below this 
amount. The school business administrator should evaluate 
any demand for higher deductibles, to make certain that the 
district is properly protected. 
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Does the SMP Policy have any features not found in the Standard 
Fire Policy? 

The SMP Policy includes several important "extensions of 
coverage." Both forms MLB 104 and 105 include: 

a. Newly acquired property-up to 15 percent of policy limit 

but not to exceed $100,000 on new buildings, and addi- * 
tions, and to Personal Propertv at any new location. 
The coverage on new property c .ses 180 days from date 
of acquisition, unless reported to tte carrier. 

b. Off preraises-The Insured may apply up ro 2 percent of the 

insurance, but not over $5,000, to covfir property re- 
moved from regular locations for the purpose of cleaning 
repairing, reconstruction, or renovation. This txten- ' 
sion does not cover property in transit. 

c. Personal Effects-the Insured may apply up to 1 percent, 

but not exceeding $5,C00, to cover personal effects of 
officers or employees while located on the premises, but 
limited to $500 on personal effects owned by any one 
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person. This extension does not apply if tte loss is 
covered by other insurance, such as personal Homeowners* 
policies or floater policies carried by tte individual. 

d. Valuable Papers and Records* -tte Insured may apply up to 
1 percent, not exceeding §5,000, to valuable paj^rs and 
records, Including manuscripts, card index systems, 
files, tape, disc, drum, or other magnetic recordings, 
or storage media for electronic data processing records « 
This extension covers only the cost of research and 
other expense necessary to reproduce or replace such 
valuable papers and records. 

267* Itoes the SMP ft)licy cover trees, plants, and outdoor equii^iient? 

Trees and shrubs are covered up to $1,000, but not over $250 on 
any one tree or plant, for damage by fire, lightning, explo- 
sion, riot, civil ccmnotion, and aircraft. 

Outdoor pools, fences, outdoor signs, paved surfaces, wharves, 
docks, and retaining walls are excluded ^ These items can be 
specifically covered where circumstances warrant. 
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What coinsurance provisions apply to Institutional Property 
Fornis MLB I04 and 105? 

The rules require the Insured to carry at least 90 percent coin- 
surance to value. 



269. What is tha Institutional Agreed Amount Clause? 

This is a form. Identified as MLB 184, which suspends the 
Coinsurance Clause for a specified period of t ime- -norma 1 ly 
1 year. The agreed amount must be not less than 90 percent 
of tlie values of the insured property, as shown in a Statement 
of Valued signed by the Insured, and filed with tte company 
and ISO. The attachment of t\id Agreed Amount Clause eliminates 
the possibility of a coinsurance pf»na?ty in settling a claim. 
The clause can l>e extended for a new period of 1 yeai.' by filing 
with the company a new Statement of Values. Failure to file a 
new Statement of Values causes the insurance to revert automat- 
ically to a coinsurance form. 

270. Is the SMP Policy cheaper thar. the Standard Fire Policy? 
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TfK! rates per $V.)0 of inrurance are substantially U^wer. The 
rules permit a reduction of 15 percent in the Fire, Extended 
Coverase, and Vandalism rates. Risks previously buying only 
Fire Insurance must purchase Extended Coverafie. In most in- 
stances, the SMP Policy will provide better coverage at lower 
cost than is available under a Standard Fire insurance pro- 
Rram. 



271. Is Ri^placement Cost coverage available? 

Yes. The regular form is an Actual Cash Value one, but it can 
l)e amended by endorsement to provide Replacement Cost Insur- 
ance on Buildings, or on l>oth Buildings and Contents. 

272. Is a larger amount of insurance required on Replacement Cost 

Forms? 

The Insured must carry an amount equal to the specified coin- 
surance percentage of the Replacement Value of their buildings 
and contents, whereas the Actual Cash Value form is based on 
the depreciated value of the property. As a result, tlie re- 
quired limit is larger for Replacement Cost coverage. 

273. Is a commercial appraisal required to issue the SMP Policy? 

While it would furnish values most satisfactorily, a commercial 
appraisal is not required. The Insured can use 'alucs fur- 
nished by competent architects or builders. In s«ne cases, 
the insurance company may assist in the appraisal. 

274. ix,c.s the »!P Policy cover new buildings during the course of 

construct i<in? 

Yea. It is permissible, and usually desirable, to cover 
Builders' Risk exposures under SMP forms. It is suggested 
that a Completed Value Builders' Risk Form be attached prior 
to the commencement of construction operations. Both a Named 
Peril form and a Special Form (i.e., "All Risks") are avail- 
able . 



275. Will the cost .rf Builders' Risk coverage \ye less if the insur- 
ance is Included under the aiP Policy? 
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In general, 11 is less expensive to insure Hultders' Risk 

exp4>sutrs under SMP Policies, because of provision in the 
rules for discounting the rates charged for specific policies* 
TIh» cost will ordinarily \^e at least 15 percent below the cost 
t»f a separate policy. 



SMP SECTION 11: LIAiULlTY COVERAGE 

276 • Is the Liability coverage available in tlie SMP Tolicy essen* 
tialiy the sarae as that availa!>le in Comprehensive General 
Liability Policy? 

Yes, with one very Important exception. The basic Liability 
Form MLB 200 is n ot comprehensive. It hovers only the prem- 
ises insured in the policy and necessary incidental opera- 
tions. To secure automatic coverage on new exposures which 
arise midterm, and to cover exposures not identified when 
the policy was written, it is necessary to add Cc^prehensive 
General Liability Form MLB 202. This additional coverage, 
which can generally be added without additional cost, is con 
sidered extremely important. 



g^P SECTION 111: CRIME COVERAGES 

277. What types of Crime Coverage can be included in the S^V Policy? 
The policy can include, und**r MLB 300: 

a. Blanket Employer Dishonesty or Faithful 

Performance of Duty Bonds 

b. Money and Securities Broad Form-- 

Inside and Outside Premises Coverage 

c. Depositors' Forgery Bond 
Under Fonu MLB 156: 

d. Open Stock Burglary 
Under Form MLB 157: 

e. Open Stock Theft Coverage 
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SMP SECTION IV: BOILER AND MACHINERY COVERAGE 



^7H, Can Boiler and Machinery Insurance l)e included in a SMP Policy? 

Yes, Bcjiler and Machinery coverage can \y& incorporated in the 
Policy, or it can be written under a separate " Supplementary 
Policy," coordinated with the Sl^ Policy, m eitlier case. 
the premiums are subject to discount, as compared with a 
standard Boiler Policy. 

279. Can Auto Insurance be included? 

Not in the Standard ISO SMP, but some individual company 
policies can include Auto Liability and Physical Daraase 
coverages. 
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CHAPTER V 



PUIML ACCIDENT INSURANCE 



2HC), Dt)os l\\e Education Law provide hoards of education with tlu» 
authority to purchase Pupil Accident Insurance? 

Yes, as indicated in tlie answer to Question i57> Sectit>ns 1604 
and 1709 offer discretionary powers to trustees and Ixiards 
of education to insure pupils against damage occasioned by 
accidental in juries « 

281. Where can a school district buy Pupil Accident Insurance 
covering activities i^rmitted by Statute? 

A considerable numi>er of insurance companies^ l>oth stock and 
mutual, offer such policies. In addition, both Blue Cross- 
Blue Shield and the New York State High School Athletic 
Prciteccion Plan, lnc» offer Pupil Accident Insurance In 
school dist rlcts. 



282. What are the principal features of the New York State Higb 
School Athletic Protection Plan? 

The Plan pays for expenses for medical, hospital, or dental 
services when accidental bodily injury is sustained by an 
insured student in a school •^sponsored activity supervised 
by personnel employed by tire board of education. The l)ene- 
fits are scheduled indemnities. Catastrophic expense is 
included. The maximum 1)enefit for one Injury is $10, 000, 
Denial bem^fit for injury to natural teeth Is limited to 
$500 per injury. 

The Plan contains a Non-Duplication Provislt)n--no benefits 
are paid to the extent {benefits are payable under any 
other policy or prepayment plan* 

Tliere is a choice of coverage: 
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n) Blanket coveraMe on all pupils In all sponsored school 
act iv it it's. 

h) Intt.rscholastic sports - with listin« uf nanK^s. 

c) Intramural sports and physical education for all pupils ■ 
or with listing of names. 

Infonnation as to rates, schedules , and regulations can 
iH> obtained from New York State High School Athletic Protec- 
tion Plan, Inc., 1121 State Street,, Schenectady, New York, 



Are the plans offered by commercial insurance companies stan- 
dardizcd contracts? 



No. 



. There is considerable variation from one company to another 
in the nature and extent of the l>enef its offered. Tte maximum 
a.Ti.>unt of medical reimbursement for any one accident may run 
from as little as $500 to over $10,000. Most of the policies 
contain some restriction on dental expense, usually limitinR 
dental coverage to a smaller amount than other types of injury 
Some plans include deductible provisions which apply to all or' 
to certain specified losses. 

S<«ne policies also include a Capital Sum, which applies to pupils 
who die as a result of accide.-l injury covered by the policy 
and Principal Sum !>enefits foi i .,ss of sight or dismemberments 
caused by accident. 



How can a school district detem.ine which company's policy pro- 
vides the }M2st coverage? 

It is difficult to evaluate properly the respective merits of 
cnmpetinM policies. The lK>ard ,f education can ask their 
broker of record or insurance ai^cni to tabulate the plans to 
indicate the amounts of coverage, deductible provisions, and 
exclusions of tlK. policies under consideration, the premiums 
charged for each, and the claim handling facilitie.s of the 
c.^pan. s This would provide factual information as a basis 
for choosing the policy f^^st suited to the district's requiro- 
ments, * 



If the beard of education d.>c.s not wish to purcliase a pupi ! acci 
dent policy with public funds, can the distric .dnunistur a 
plan under which the parents pay the premium.s fur tb. ir 
chi Idren? 



Ko. It is not proper for a school district to assist a particu- 
lar agent or insurance ccMapany in soliciting accicient insurance 
on pupils by sending leaflets home through the classrotsn teach- 
ers, or collecting the preoiiflns for transmission to the agent. 
This is considered a violation of Article VllI, Section 1, of 
the State Constitution, on the basis that it permits use of 
public funds, efflployees, and/or facilities for the benefit of 
private entities. 

286. Is there any way that a Pupil Accident Insurance plan could be 

adninistered without the direct participation of the school 
district? 

There appears to be no objection to having an outside organiza- 
tion make an Accident Insurance plan available to those parents 
who wish to participate, as long as public funds, employees, or 
facilities are not utillaed in the process. Some PTA groups 
have handled such programs, though th& manual of the National 
Congress of Parents and Teachers indicates that sponsorship of 
a ccM^rcial insurance program is a violation of tteir noncom- 
mercial policy. 

287. What <^s tl« terra "non-duplicating" mean? 

It means that the policy does iK>t pay for expenses which are 
insured under other accident or health insurance policies, or 
prepayment medical expense plans. The non-duplication provi- 
sion may apply to any otter policy, or it may be limited to 
only certain coverage such as hospital coverage. The purpose* 
is to reduce preoiiaa cost by deleting some or all expenses 
coverad under other insurance available to tlw injured stu(knt. 



288. Does the existence of Pupil Accl^nt Insurance have a beneficial 
effect on Liability Insurance premiwas? 

Student Acci<tent Insurance certainly reduces the niraber of claims 
which must l» handled by tte liability carrier. Many parents 
will l» satisfied by the payment of G^dical e^nses and will 
not resort to litigation to recover damages. Hoi^ver, in the 
case of serious injury, especially any case where there is 
permanent bodily damage, or disf igurei^nt, the district will 
almost certainly be faced with a claim for dan^ges in a civil 
suit which must be defended by its liability carrier. It is 
likely that the long range effect will be to reduce liability 
insurance preroitmis, but this is difficult to docis^nt. 
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CHAPTER VI 

WORKMEU^S COdPENSATION AND EMPLOYERS* LIABILITY INSURANCE 



289a Does th& New York State Workmen* s Ccxapensation Law require a 
school district to provide Workz3»n*8 Com{>ensation l^x^flts 
on all employees? 

Yes* Benefits must be provided for teachers, school aides , all 
employees in so-^called hazardous employments » and all other 
employments t However, officers, including members of the 
board of education, tl^ sc}k>o1 tax collector, and the school 
treasurer, are not covered the Law unless benefits are ex- 
tended to them by resolution of the board* The Workmen^ s 
Compensation insurer should be advised of such a resolution. 



290 « Un^r what conditions are ^ployees entitled to receive benefits 
under the Workmen's Ccnnpensation Law? 

Employees are entitled to receive benefits if they sustain an 
accidental injury, or occupational disease which arises out 
of, and in the course of employn^nt* 



291. What principal bei^fits accrue to an injured employee under 
Workmen's (ksnpensation? 

The principal benefits include the following: 

a* All necessary medical, surgical, ^d lu^spital 
expense for an unlimited f^riod after tl^ 
accl^nt; 

b« Weekly benefits (called Cc^pensation) during 
tl^ period of disability. A 7«day waiting 
period applies before the ber^fits are paid, 
but if the period of disability extends for 
more than 14 days, payn^nts are made retro^^ 
active to the date the disability occurred. 
Th^ benefits are equal to 2/3 of average 

4 
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weekly wages, subject to ffiinlmums and maxl- 
mtms specified In the law; 



c« Award for petmanent partial disability, such as 
dismenit^rmentSi or loss of sight, or hearing. 
Tl^ aiiK3unt of the award is based upon the 
schedule in the Compensation Law, and varies 
with the severity of ^.he loss of function; and 

d« If tl^ employee dies as a result of any injury 
at work, funeral expenses and t^nefits for 
surviving spouse and dependent children under 
18 years of age. 

292. Does an employee have to prove that his employer was negligent 

before 1% can obtain Workmen* s Conpensation t^neflts? 

No. employee is entitled to Workmen's Ccwpensation bene- 

fits even though his own x^gligence caused the injury* Tl^ 
only exclusions in the Law are for injuries solely occasioned 
by Intoxication of the injured employee while on duty, or by 
willful intention of the injured employee to bring about tte 
injury, or death of himself, or anotter. 

293. How does a Workmen's Ccmpensation Insurance policy protect tl» 

8ck}ol district? 

The Insurance ccmpany agrees to: 

a. Pay all benefits provided by the New York State Workmen's 

Conpensation Law, Including amen<fbi^nts; 

b. Provide Eervices in investigating claims and appearing for 

the employer at all traarings; 

c. Defend the employer in any suit or ott»r proceeding which 

may be instituted against him because of injury to an 
employee; and 

d. Fay all costs imposed upon the employer in any legal pro- 

ceeding. 

294. What is the purpose of the Ba^jloyers' Liability provision which 

is included in the Workmen's C«Bpensation policy? 
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Workmen* s Ccmpensation benefits are tim only benefits to which 
an injured employee or his rapresentatives are entitled from 
his employer^ if the accident coo^s within the scope of the 
Law* However^ If tte case is one where for sc^e reason the 
Ccmipensatlon Law is not applicable ^ the employee can sue tt^ 
employer for damages. 

An example would be an employee who becaaes ill at work, but 
who does not receive Ccmpensation benefits because the ill- 
ness is declared not to be an occuj^tional disease « If the 
employee then sues tl^ employer for damagest the En^loyers* 
Liability insuring clause in t^ policy would respond on 
behalf of the employer. The standard limit of Insurance of 
$100, 0(X} for such nonoccupational disease claims can be in- 
creased for an additional premium. Employers' Liability 
claims are relatively rare in Itew York State, t^cause of the 
comprehensive nature of the state's Worl^n's Compensation 
Law* 



295. What are the me thesis for guaranteeing that benefits ovied to 
Injured employees will actually be paid? 

Since benefits In many cases are p^able to tte injured ^ployee 
over a period of years, the Law provides that tt^ir payment 
must be guaranteed in oi^ of th& following ways: 

a* Purchase insurance in the State Insurance Fund 
individually or through participation in the 
Workmen's Compensation Safety Group described 
in tl^ answer to Question 334; 

b. Purchase insurance frc^ any stock, mutual, or 

reciprocal carrier licensed to do this kind 
of business In New York State; and 

c. Self '-insure, either Individually or by joining 

a county self -insurance fund. 



296. Can an employee sue a third party who caused his Injury? 

Yes. The employee retains the right to sue any member of the 
public who is responsible for causing his injury. The (km-- 
pensation insurance carrier, lK>f^ver, has a right to recover 
frcHn any liability award any pa3n9^nts made under the Compensa- 
tion statute. The employee can keep any excess recovered In 
his liability action. An example would t» a bus driver who 
is injured by tlu\ negligent driving of another motorist. 




297. How is the premium for Workmen's Compensation Insurance 
figured? 

The Workmen's Compensation Insurance Rating Board publisl^s a 
manual which includes classifications for different kinds of 
occupations. The classifications which camnonly apply to 
school districts are as follcws: 

Classification Code # 

a. Professional &aployees. Teachers or 

Clerical Office Workers 8868 

b. Bus Drivers 8894 

c. Garage Employees 8385 

d. Executive Officers (Board Members, 

Tax Collector, Treasurer, District 

Clerk) 8809 

e. All Other Employees (Custodians, 

Cafeteria, etc.) 9101 

The rates are revised annually to reflect statewide loss 
experience. Aaoendments are also t^de in tttt rates whenever the 
Legislature increases the t^nefits. 



298. In rating Workmen's Compensation Insurance, are gross payrolls 
used? 

The annual premium is determined by multiplying the rate for 
each classification by tte "total remuneration" of all 
employees in the classification. 

In determining the total remuneration, the wages of each 
employee are subject to a maximum of $300 per \mek average 
for the period of emplojrment. Thus, a 12-nK)nth employee 
would have a maximum payroll of $15,600, a 10-month employee 
would have a payroll of $13,200, and an 11 -month employee 
$14,400. 

If officers are included in the coverage by resolution of tt^ 
board, nonsalaried officers, such as memt^rs of the board of 
education, are included at an arbitrary payroll of $100 each 
for the year. For salaried officers, tt^ actual wages are 
used, subject to the maximum of $300 a week mentioned above, 
and a minimum of $50 per week. 
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299* How may the basic premium computed from manual rates be 
modified? 



a. Loss and Expense Constant 

Each risk which produces an annual premium o£ less than 
$500 is cl^rged an additional flat premiim) known as the 
Loss and Expense Constant. This cl^rge is made both 
because the expense of servicing small risks is higher^ 
and the loss ratio on small risks is move severe. 

b. Premium Discount 

Because certain of the expenses of the insurance carrier 
grade downward as the size of the premium increases , 
most stock and mutual carriers allc^ Premium Discounts 
to risks developing annual premiisns of more than $1^000. 
The State Insurance Fund does not use tl^ pjremiimi Dis- 
count Plan. 

c. Experience Ratinj^ 

A risk producing a pi^mium of $1^500 or more during the 
last year« or an average of at least $750 during the 
last 2 years of the experience period is subject to 
Experience Rating. This plan produces either an in- 
crease or decrease in the current manual rate, ctepend*- 
ing on the employer's past loss experience. The rate 
modifier is calculated by the Comp nsation Rating Board 
on the basis of the pr^itsns and losses in the 3-year 
period which ended 1 year prior to the date of tl^ pres- 
ent policy. 

d. Dividends and Advance Discounts 

Mutual ccfflpanies and seme stock ccxnpanies may pay dividends 
at the expiration of the policy^ based upon the profits 
made by the carrier. Certain cc^i^nies offer advance 
discounts in rate in lieu of dividends. The State Insur- 
ance Fund has authority to allow advance dis^unts wh^re 
warranted. In addition, tl^ State Insurance Fund under- 
writes tl^ '•Safety Group" described in the answer to 
Qi^stion 334. 

e. Retros|E^ctive Rating 

An optional rating plan^ which can be used on risks which 
develop a premiimi of $5»000 or more annually. IJhder 
Retrospective Rating, the premium varies beti^en a mini- 
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mum and a maximum guaranteed by the company in direct pro- 
portion to the losses incurred during the policy period. 
Retrospective Rating plans are tailored to meet the specific 
requires^nts of the individual risk. 

300. When an employee is engaged in a dual capacity, such as a bus 

driver-custodian, how is his rate determined? 

His entire payroll will be assigned to the highest rated classi- 
fication which applies to any part of his duties. For example, 
if his salary as custodian is §4,000, and his salary as bus 
driver is §2,000, his entire payroll of §6,000 would be in- 
cluded at th& rate applicable to custodial employees. 

301. May school employees be covered for the benefits provi<ted under 

the Disability Benefits Amendment to the New York State Work- 
men's Compensation Law which applies to nonoccupational injury 
or sickness? 

Yes. The law was amended in 1966 to permit, but not require, 
municipal corporations, including boards of education, to 
become covered employers* Coverage can be afforded all 
employees, or certain classes of employees only. Such cov- 
erage is often referred to as "DBL," for "Disability Bene- 
fits Law." 

302. Are the manual rates for Conpensation Insurance tte same for 

all companies? 

The New York Workmen's C«Bpensation Insurance Rating B<mrd, 
200 East 42nd Street, New York, New York, 10017, establishes 
the manual rate and experience rates used by all stock and 
mutual companies. The State Insurance Fund also uses their 
rates, but has the right to deviate either upward or downward 
on individual risks. The final preraiiffls is also modified by 
whatever premium discount or dividend plans the particular 
carrier uses. 

303. What plan currently underwritten by the State Insurance FUnd, 

other than the Safety Group mentioned in the answer to 
Question 295, is available to school districts? 

General Fund Group 90 is available to risks with favorable 
experience. Districts which elect to be insured in this 
group receive an advance discount, presently 25 percent, 
from manual rates. 
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304. Is a school district autlK)rized to be ^ If -insured for Vorkaen's 

C(»Bpensation? 

Yes. Section SO (4a) of the Workmen's Cra^nsation Law provides 
such authority, and Section S-J of the General Municipal Law 
provides the authority to establish a reserve fund for this 
purpose. It is well for tttt tx>ard to consider, however, that 
a self -insured district aust raise taxes to pay all benefits 
to injured employees as provided under the Law. These bene- 
fits may be payable over a t€ of many years, ai^ the em- 
ployer must have repi^sentai i who are trained in pro^ssing 
claims and representing the o^strict at CooBpensation hearings. 
These costs should be considered, in making a C(»^rison with 
the cost of insurance. 



305. Vho determines what payn»nts are ma(te under Workmen's C(^>cn6a- 
tion Insurance? 

The insurance carrier must start payments promptly after the 
accident is reported. If there is any question as to tt» na- 
ture or extent of the bet^fits on a particular case, informal 
l^arings are held before a referee oaployed by the State Labor 
Oepardaent. The referee is empot^red to (tecicte lx>th questions 
of fact and law. Under some conditions, tl^se decisions may 
be appealed to the i^pellate Division of tte Stqyreme Court. 



306. What is the obligation of the employer wt^n an employee sustains 
an injury that is ccnapensable? 

a. The employee should receive whatever medical attention is 

necessary. The Law grants him tl^ privilege of going to 
the physician of his own choice. 

b. A report of the accident must be made within 10 days to the 

insurance carrier, with copies to the Workron's Compensa- 
tion Board and State Labor Department. A short form of 
accident report, known as the C 2.S, is used i^< the acci- 
dent involves only medical expense, or lost time of 7 days 
or less, and a longer form, known as a C 2, which includes 
a statement of wages, is required if the ^ploy^ee is pre- 
vented from forking for more than 7 days by reason of the 
accident. 

c. The employer must al; o cooperate with the carrier in any 

hearings or legal 4 tions which follow. 
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CHAPTER VI 1 

GROUP INSURANCE C»i SCHOOL DISTRICT EMPLOYEES 



307. Is It penalssible for school districts to arrange Group Insurance 
programs which provide benefits for school district employees? 

Yes. Several sections of the Law extend such authority: 

a. Section 1604. subdivision 31a, Section 1709. subdivision 3Aa, 

and Section 2503, subdivision 10a of the Education Law 
pertnit the establlshnent of Group Insurance programs apply- 
ing to teachers and other employees for Life Insurance, or 
accident and health insurance benefits, or medical and sur- 
gical benefits, or hospital service benefits, or any two 
or more of such kinds of benefits. 

b. Section 92a of the General Municipal Uw authorizes the mak- 

ing of contracts with nonprofit membership corporations 
organized under Section 9c of the Insurance Law, as well 
as with any Insurance company authorized to do business 
In New York for furnishing n»dlcal, surgical, and hospital 
services or Insurance benefits. 

In 1963, the Leglrslature amended this portion of the General 
Municipal Law to permit i^chool board members to participate In 
hospitalization and radical service plans. 

308. Is It permissible for school districts to share the expense of 
Group Insurance programs? 

Yes. These sections of the Law make It permissible, at the dis- 
cretion of the trustees or the board, to pay a share of the 
cost, or even the entire cost, of Group Insurance on school 
employees. 

School board members who elect to participate must pay the total 
cost of coverage on themselves and on their family members. 




100 



309 « What are the sources o£ Group Insurance? 



a« Life Insurance is available frooi coimi^rcial insurance compa*- 
nies. These carriers are willing to provide detailed pro- 
posals, outlining the provisions in their policies and tl^ 
ninthly rates which would be applicable. 

b« Hospitalization and ^dical*Surgical Insurance i^y ^ ob« 
tained from Blue Cross and Blue Shield direct ly, or as a 
part of the State Health Insurance Program , and frc»B con- 
n^rcial insurance companies. Blue Cross and Blu^ Shield 
are service-type contracts which provide benefits through 
participating tK)spitals and physicians. 

c. Major Medical Insurance is available as a part of the State* 

wide Plan of the State Health Insurance Program ^ and also 
frc»n coismiercial insurance cc^npanies. 

d. Group Dental Insurance is not offered to school districts 

in the State Health Insurance Program, but it is available 
directly frcHD GHDI, Blue Shield, and ccssmercial insurance 
ccKupanies. 

e. Group Incc^oe Protection or ^'Incoo^ disability** coverage is 

available fr<^ commercial insurance companies. 



310. What is tha State Health Insurance Program? 

This is a program for providing Health Insurance for state 
employees and tl^ir dependents, establist^d pursuant to 
Article XI of the Civil Service Law. Section 163 of the 
Civil Service Law permits school districts and ott^r public 
entities to participate in tl^ program. 

A package knom as *'Tte Statewide Plan** is available to school 
districts in all parts of New York. It provides: 

a. Hospitalization Benefits provided by Blue Cross; 

b. Surgical and Medical Benefits provided through 

Bli^ Shield; and 

c. Major Medical Insurance through tt^ ^tetropolitan 

Life Insurance Ccrapany. 

IVo alternative plans, known as the GHI and HIP options, are 
also available. GHI is available throughout tte State, 
while HIP is primarily available in the New York City and 
Long Island area. 




The State Health Insurance Program requires the district to pay 
not less than 50 percent of the Statewide Plan cost for ea- 
ployees and retirees, and not less than 35 percent of the 
Statewide Plan cost for (tependents of both* The equivalent 
dollar values are required ninimuas with respect to GHI 
and HIP options. School districts may, tewever, pay any 
portion up to the full cost of any of the three alternatives. 

311. Where can information be obtained relating to tte State Health 

Insurance Progreuo? 

Complete information as to the benefits, the costs, and the 
procedures to enroll may be obtained from: 

^ployee Inst .ranee Section 
New York Sta,-e Department of Civil Service 
State Campus 
Albany, New York 12226 
Telephone: (518) 457-5776 

312. Can Health Insurance coverage be continued into retirement? 

Yes. Both t)m State Health Insurance Program ami comn^rcial 
plans make it possible to extend benefits to retirees, if 
they meet eligibility requirements. 

313. How can the board determlM which Group Insurance Plan to 

purchase? 

It is likely that the board will need advice f rora scmjeone well 
versed in Group Insurance in reaching a decision as to the 
program best adapted to their requirensnts. Health Insurance 
benefits may vary widely frcra one plan to .anotter. The cost 
of the insurance is also subject to considerable variation, 
depending upon the extent of the t^nefits, the eligibility 
rules, and the exact makeup of the group as to age, sex, and 
number of dependents. 

Detailed cc^parisons of bei^fits and costs for the plans under 
consideration may be provided by the district's insurance 
adviser or Broker of Record. 




CHAPTER Vlll 

ADMINISTRATIVE ASPECTS OF THE SCHOOL INSURANCE PROGRAM 



A. TYPES OF INSURANCE C(»iPANIES 

314* What are tl^ distinguishing characteristics of tte various types 
o£ insurance companies? 

a« Stock C<»pany 

A stock insurance c<Kl^}any is a corporation whose capital and 
initial surplus is paid in the stockholders « Tl^se as- 
sets are held by the ccmipany as security for iseeting the 
obligations on contracts issi^d by the cc^any. Thb man- 
agement of the company is responsible to the stockholders, 
who act through a tK)ard of directors. Host of the insur- 
ance written by stock cc^panies is on a Guaranteed Cost 
basis I that is, without dividend. 

b. Mutual CcHnpany 

A mutual insurance ccsnj^ny is an incorporated organization 
which is owned by the individuals and corporations who 
purchase its policies. Tte management of tlm cc^apany is 
responsible to a l^sard of directors elected by tte policy- 
holders. Mutual insurance carriers fall into three general 
categories: 

1* Local or County Mutuals - Tt^se companies usually limit 
their writings to a single county, and operate on an 
assessnent basis with only a small advance premiim when 
the policy is written; 

2. Factory Insurance Mutuals - This is a group of long- 
established Fire Insurance mutuals who limit their 
writings to larger risks of superior construction^ 
especially sprinklered and fire-resistive properties; 

3. Regular Fire and Casualty Mutuals - Tt^se companies 
charge advance premiums in a manr^r similar to stock 
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companies. Excess earnings remaining after payment 
of losses and expenses may be returned to insureds 
in the form of a dividend at the expiration of tlie 
policy. When premiums are insufficient to pay 
losses and expenses, an assessment may be levied 
upOT and collected frcsi policyholders to make up 
the deficiency. A mutual company which n^intains 
a surplus and unearned premium reserve equal to the 
capital and surplus required of a stock c<wpany is 
permitted to issue nonassessable policies. Virtu- 
ally all mutuial comi»nies which write school dis- 
trict business in New York State issue nonassessable 
policies. 

Reciprocals 

An insurance reciprocal is a group of individuals, firms, 
and corporations who exchange insurance on one another, 
each of the group insuring a pro rata portion of every 
risk, including his own. Tte manag^nent of tte recipro- 
cal is in the hands of an "attorney-in-fact." 

State Insurance Fund 

This is an entity created by the New York State Legislature 
to act as an insurer for Workmen *s Cc^apensation, Employers* 
Liability and Disability Benefits. Tte management of the 
State Insurance Fund is in the hands of state officials. 



B. THE INSURANCE REGISTER 

313. Whai- is an Insurance Register? 

An Ins'jrance Register is a portfolio which contains pertinent 
irformation relative to the status of all insurance carried 
by the Insured. 



316. Vhat items of information does it incluck? 

It lists the number of each policy, kind of coverage, date of 
policy issuance and expiration, ao^unts of coverage, property 
insured, rate, premium, name and address of company, and name 
of the agent. 



317. What is the principal advantage of keeping an Insurance Register? 
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The Insured is able to determine in a £ev minutes the exact 
status of each insurance policy held by the district. It 
provides the same convenience in business management as is 
provided by the Bond Register or Register of Short-Term 
Indebtedness. 



318. l^re may Insurance Registers obtained? 

It is possible to purchase them from commercial firms which 
specialize ir tt^ printing of school accounting forms. So&e 
insurance conpanies^ as a complimentary service to tt^ir 
policyholders, will furnish the Register fi^e of charge. 



C. FIRE LOSS AflJUSTMENT 

319. What responsibility is placed upon the Insured immediately 
following a loss? 

a. Written notice of loss must be sent prc^ptly to the 

companies insuring tlm property. 

b. The property must be protected from furtt^r damage. 

c. I^maged and undamaged property must he separated. 

d. A complete inventory must be made of destroyed^ damagedt 

and undamaged property » showing in detail the quanti- 
ties, costs, actual cash value, and loss claimed. 



320* Why is a separate inventory of destroyed ami damaged property 
required? 

In the case of destroyed items, tt^ adjuster must determine 
their value at the time of the loss. His concern in the 
case of damaged items is to determine the cost of replacing 
them to the condition they were in prior to the fire. 



321. What kinds of information are desirable for showing quantities, 
costs, cash value, and amount of loss claimed? 

a. A full description of the destroyed or damaged items. 
b« The physical condition of insurable items at the titoe of 
loss. 

c. TI^ approximate age of the damaged or ^stroyed items. 
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322. What records are helpful in providing such information? 

/ 

Fixed assets inventory records maintained by either the district 
itself or by a couMBercial appraisal ctsapany, and purchase or- 
der records are probably the best sources of such information. 



323. Is it the obligation of the adjuster to assist the Insured in 
completing a Proof of Loss? 

No. The Insured is respcHisible for presenting all of tl» neces- 
sary facts about the claim in the Proof of Loss. However, 
the adjuster does have the obligation to see that the Insured 
is treated fairly, and that he receives all of the benefits to 
which he is entitled under the policy. If tte adjuster is 
aware of any item omitted by the Insured which VK>uld have been 
covered, he should bring the matter to the Insured's attention. 



324. What happens when the Insured and the company fail to agree on 
the araoimt of the settlement? 

a. On the written demand of either the Insured or the company, 

each shall select a cc^petent and disinterested appraiser 
within 20 days of such demand. 

b. The appraisers attempt to select a competent and disinter- 

ested umpire. 

c. If the appraisers fail to agree on such an umpire within 15 

days, either the Insured or the company may request such 
umpire to be selected by a judge of a court of record in 
the state in which the insured property is located. 

d. The appraisers then appraise the loss, stating separately 

the vali^ and extent of damage to each item. If ttey 
fail to agree, they sulanit their differences to the um- 
pire for adjudication. 

e. Each appraiser shall be paid by the party selecting him, 

and the expenses of the appraisal and tanpire borne equally 
by the cc^pany and the Insured. 



325. When is the Insured entitled to payment for a loss? 

The Insured must be paid within 60 days after the ^ount of loss 
has been determined. 
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326. 



How can a school district test prepare itself for a satisfactory 
adjustment of a fire loss? 



By putting into effect an adequate insurance program before the 
loss occurs, and by maintaining proper records on both real 
and personal property. The adjuster needs factual informa-^ 
tion* It is too late to think about the insurance you should 
have had and the records you should have kept after a fire 
occurs. 



D. PLACING INSURANCE 

327. How can the stability and financial standing of an Insurance 
ccxnpany be determined? 

a# Best*s Insurance Guide with Key Ratings gives statistical 
exhibits and key ratings showing the position of each 
cc»npany in comi^rison with the ccHspanies of similar type. 
The ratings are based on adequacy o£ reserves » and under^- 
writing profit or loss. 

b. The New York State Insurance Department can advise school 
districts of the financial standing of any ccnnf^ny 11^ 
censed to do business in the State. 



328. Where can a school district obtain competent insurance advice? 

Such advice can often he obtained from insurance agents or 
brokers t or from Insurance ccHnpany personnel at the request 
of agents or brokers. 

Conpletely impartial advice is available from outside insurance 
consultants and frc^ the State Education Depart^nt. 

329 « What criteria stK)uld be used in evaluating the importance of 
th^ various kinds of insurance? 

If a school district i»re to purchase all available types of 
Insurances with limits sufficient to cover the most extreme 
losses which could occur^ the cost of the insurance program 
would be prohibitive. Therefore , it is necessary to have 
some plan for selecting the coverages which will be written 
for the protection of the district. 

Consideration of the various kinds of insurance descrll^d in 
this handbook reveals that seme of the coverages deal with 
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losses which are relatively frequent, but ordinarily of mod- 
erate size. Breakage of plate glass and theft of school 
property are examples. Other coverages insure losses which, 
fortunately, are infrequent, but which may be catastrophic 
when they do occur. Boiler e3q>losions, taajor fires, and se- 
rious bus accidents are all examples of this latter category. 

In creating the insurance program for the district, it seems 
prudent to provide as adequately as possible insurance 
against hazards which can cause losses of major pt^portions. 
For example, the ^u&e number of dollars which \rauld be re- 
quired to purchase Theft Insurance on contents in school 
buildings might purchase higher limits on the district's 
General Liability policy, which would be adequate to cover 
even a most severe accident* 

The arrangement of an adequate insurance program for a specific 
school district requires a cc^mbination of professional knowl- 
edge and judgment, but the concept of providing first for 
catastrophic losses should al^ys be kept in mind by the 
governing body. 

What are some of the rwthods of placing the school insurance 
program? 

a. Some districts have no established method. Insurance may 

be divided among two or more agents or brokers, based 
upon tradition, in many cases. In some cases a few 
agents or brokers write the policies, but commissions 
are shared with other area agents or brokers. This ap- 
proach may have tYm virtue of simplicity, in that the 
problem of placement of the program is solved with a 
minimum of bother. It may well result in relatively 
high premiimis and an inefficient program, however, since 
it lacks a device for periodic, ccMparative re -appraisal 
of insurance needs and costs. The element of cc»npeti- 
tion is missing. A major failing is the fact that it 
lacks overall supervision, which can easily result in 
duplication of coverage and omission of important cov- 
erage. 

b. Anott^r method is similar, but involves designation by the 

board of one agent or broker who writes all of the dis- 
trict's insurance. In sc^e cases the ^signated agent 
or broker shares conmiissions with otter agents or brokers 
in the area^ Another, or other, agents or brokers may 
write aotBB of the policies, but the designated agent or 
broker is responsible for advising the board as to all 
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aspects of the insurance program* This approach should 
eliminate the problem o£ lack of overall supervision^ 
but it is likely to involve the other disadvantages out- 
lined in a. above. In an effort to achieve some measure 
of cost competition^ some boards ask the designated agent 
or broker to periodical I3' obtain quotations from other 
insurers with whom he customarily places insurance « Sub- 
stantial re-appraisal of insurance needs is unlikely^ 
however, and ccHnpetition frcxn other than tl^ designated 
agent or broker's usual sources is not obtained. 

A third approach is for the district's insurance to be 
cared for by an "insurance coimnittee" of local agents or 
broke rs. The intent is that the cc^nmittee numbers will 
combine their expertise to develop tl^ most efficient in-- 
surance program possible, and, through the coimnittee's 
mview of quotations obtained hy each member from his usu- 
al sources, provide the program at the best possible cost« 
One member usually writes ti^ insurance and shares the 
ccxmnission with the other members. The coimnittee provides 
ongoing advice through periodic meetings ^m>ng themselves 
and with the school officials* If the approach operates 
as intended, competition is enhanced and a broader per«- 
spective as to insurance needs and methods is achieved. 
In practice, hoover, this approach often deteriorates to 
the point wl^re members com{^te against each other to 
write the school district account, or develop an arrange^* 
ment whereby each memt^r takes a turn at writing the ac- 
count and shares his commission with the otl^rs who pro- 
vide no input. 

A fourth method is to request competitive quotations based 
upon detailed specifications. Results are usually favor- 
able if the specifications have been carefully drawn. A 
variation of this method is to simply request agents or 
brokers to quote the program without providing speciflca-* 
tions. This is generally unsuccessful, since the quota'* 
tions received are not ccMoparable without detailed sped** 
ficatlons, and award of the program cannot be made on a 
fair and rational basis. Technical assistance is general- 
ly needed for the development of the specifications and 
evaluation of the proposals received. 

Another method is to place the insurance in a cooperative 
"group" program with other school districts. Based upon 
the initial success of the Workmen's Ccanpensatlon Safety 
Group described in t!^ answer to Question 334, the Capitol 
Area Chapter of the New York State Association of School 
Business Officials beg^n implementing anotter Safety Group 



109 



in early 1974 to provide all oCher kinds of school insur- 
ance except Student Accident and employee benefits cover- 
age. This t^thod is not necessarily an alternative to 
the COTipetitive quotation method: Competitive quotations 
can be sought from the groups at tte sai^ time they are 
sought £vcm usual market sources. 

331. Is it a desirable practice for the agent(s) or broker(s) who 

write the insurance to share a portion of the cc^Koission with 
other agents or brokers? 

In cases where the ••crairaittee" approach actually works as in- 
tended, there may be some justification for this otherwise un- 
desirable practice. In most cases, however, it operates to 
the district's disadvantage. Wl^re the commission is shared, 
it is highly unlikely that the writing agent will negotiate 
a reduction in cc^m&ission with his companies. It tends to 
stifle competition in that agents receiving conmission for no 
effort, have little incentive to compete. In any event, it 
is contrary to the insurance law unless those receiving a 
share of the ccsmnission are licensed as brokers, or represent 
as agents, the companies which write the insurance. 

332. How is it possible tc save premium costs tt^rough competitive 

quotations if all insurance companies charge the same rates? 

All insurance ccmpanies do not charge tt^ s^oe rates. A change 
in the Insurance Law effective January 1, 1970 enhanced com- 
petition by permitting use of new rates and foms without 
prior Insurance Deparfanent approval, and by prohibiting insur- 
ance companies from agreeing among themselves concerning rates. 

In addition, agents am! brokers can negotiate with tt^ir insur- 
ance companies for reduced ccMmnission levels with respect to 
individual risks. They are unlikely to do this, however, un- 
less faced with competition for a desirable account. 

333. What are the advantages and disadvantages of placement by the 

district of its insurance program throHigh the competitive 
quotation process? 

a. Possible Advantages 

1. Tte competition generated produces lower overall costs 
than other methods that a district might use in placing 
its own insurance program; 
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2. It provides a £air and equal opportunity for interested 
agents and brokers to ccmpete £or tte account; and 

3« It provides an equitable s^ttuni o£ correcting undeslr* 
able situations t such as where coverage is provicted by 
a number o£ agents or brokers without overall supervl-* 
fion» whare comaissions are being shared without bene- 
fit to the district, or where real or alleged problems 
o£ favorltlTO exist. 

b* Possible Dlsadvantag ^es 

1. I£ undertaken too frequently » a nimber of insurers may 
decline to quote; 

2« TI^ initial premiira gain may be offset by less and/or 
poorer quality agency and company service; and 

3* Insurers who can depetkl upon writing tt» account only 
until the next Requesn for Quotations may be quicker 
to react to poor loss experience by imposition of 
deductibles or cancellation of part of the program* 



334. What is the name of the Vorki^n's Craipensatlon "Safety Groups* 
mentioned in the answers to Qi^sticms 295 and 299 1 and how 
does it function? 

The official name is the New York School Business Officials 
Safety Group, State Fund Workron's Compensation Group 491. 
An Executive Cotm&lttee of scteol officials from participating 
school districts oversees tl^ operation of the Group and pro^- 
vides direction for tt^ Group Manager^ wIk) is an Insurance 
professional. A Safety Co^ittee of school officials from 
participating districts works with the Grmip Mana^r ax^ State 
Insurance Fund loss control personnel to develop and impl^ent 
a safety and loss control progr^. Participating districts 
each receive a policy which is individually experience rated» 
just as they would if written as individual risks with the 
State Insurance Fund» except that tha Initial premium is dis- 
counted by 15 percent ratl^r than by 25 i^rcent. Six ninths 
after the end of each year» the Group earnings are calculated. 
A portion of tl^ earnings are retained in a reserve fund to 
assure a relatively consistent cost^ and the remaimfer is dis* 
tributed on a pro rata basis as dividends to participantSt 
after deduction for operating exi^nses. Originally developed 
by the Capitol Area Chapter of tha New York State Association 
of School Busit^ss Officials ^ this Safety Group has siK>wn def^ 
inite promise for significant reductions in Workmen's Compen- 
sation premiums « 
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E. ECONOMIES IN THE INSURANCE PROGRAM 

335* What are sq&q o£ the ways In which econcwles can be achieved In 
school insurance? 

In the long run, the surest and ^st effective way to reduce in- 
surance costs is to redu^ losses. This can be acccnaplist^d 
through the impleinentatlon and practice of safety and loss 
control i^asures. There are» however^ steps that can be taken 
relative to the insurance program itself: 

a. Make certain that schcK>l property is appraised properly « 
If the district is overinsured, public money is being 
wasted on unc^cessary premiums; if uiuter insured » tte 
district is being e^[>osed to iK>S8ible serious loss. 

b« Include in tte building vaUa all it^s which can in- 
sured at building rates. By incorrectly including such 
items with the contents » tl^ district will pay the high- 
er rate which applies to contents insurance. 

c. Avoid duplicating coveri^e on tha same item umSer differ* 

ent policies. For example* items insured on Marine 
Floater policies should not also be covered under Fii^ 
Insurance or Aut(HBobile Ft^sical Damage^ 

d. Take advantage of savings permitted for writing coverage 

on a term basis. 

e. Make certain that tt^ district is receiving all premiim 

discounts to which it is entitled. 

f . (»3tain and review the Fire Rate Makeup frcm the Insurance 

Services Office, to see whetter Fire Insurance rating 
penalties can be reduced or eliminated. 

g. Give consideration to deductible features of policies 

which may be written on this basis, in orcter to secure 
a reduction in premium. 

h. Investigate all e3q>erience modification charges on policies 

which are experience rated. In particular, it is rec<»n«* 
mencted that insurance carriers be required to report at 
least semiannually on all Incurred Losses which are 
charged against tl^ district's experience record. 

The goal should be to obtain ttte best insurance coverage 
for the district at tte lowest possible cost, but giving proper 
emphasis to the services and strength of the carrier as well as 
the premium cost. 
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336 « Is it possible to outline a typical school insurance program? 



Tl^re is no single insurance program that can be considered 
truly typical, ^fost, hoi^ver, utilize various coabinations 
o£ the alternatives illustrated in the following outlir^. 
It should not be assumed that all o£ tl^ coverages or policies 
in the outline are necessary to an adequate program • Ccm^ 
verse ly 9 all of the coverages that might be needed are not 
listed* 



I. SreCIAL MULTI -PERIL POLICY 



A. Fire and Related Pterils 

U Standard Multi-Peril form with coinsurance clause in 
force, or Special Institutional form with Agreed 
Amount clause 

2» Fire, Extended Coverage and Vandal ism, or "All Risk" 

3. 80% coinsurance S{^ci£ic» or 90% coinsurance Blanket 

4. Actual Cash Value or Replacement Cost 

S* Builders* Risk endorsement , for new buildings under 
construction 

6. Extra Expense endorsement 



B. Gene ra 1 Uabi 1 i ty 

1. Bodily Injury and Property Cfetmage Liability 

2. Personal Injury (libel, slander, etc«) Liability 

3. Incidental ^fedical Malpractice 
4« Comprehensive form 

5. Liability coverage £or statutory obligations to protect 

board members, officers, and ^ployees 

6. Ccwerage £or outdoor stadia, grandstands, or bleacters 

7» Contractual Liability, to cover liability o£ otters 
assumed by contract 
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8. Products and Completed Operations coverage 

9. Independent Contractors coverage 

10. Immediate Medical (First Aid) coverage for pupils. 
(Not carried by districts with Blanket Student 
Acci<tent coveraga) 

C. Crime 

1. Honey and Securities Broad Form or Safe Burglary and 

Robbery Inside and (Xitsicte premises 

2. Mercantile Open Stock Hieft and/or Burglary 

3. Public School System Qaployee Blanket Bond, including 

or not including coverage on officers and employees 
required by law to file official un<tertakings 

D. Inland Marine Floaters 

1. Camera (audio-visual equip^nt) 

2. Contractor's Equipaent (grounds nainteiuuice equi{»ient) 

3. Musical Instnaaents 
A. Fine Arts 

E. Boiler (often separate policy) 

1. Limited coverage on steam objects only or Broad coverage 

on all objects 

2. Actual Cash Valte, or Repair or Replac^nt 

3. Explosion Exclusion Endorsen^nt 



AUTOMOBILE LIABILITY AND NO FAULT, AND PHYSICAL DAMA(% POLICY 
(soi» times separate policy for physical diwaage) 

1. Bodily Injury, and Property Damage Liability, and Basic 

No Fault Bet^fits 

2. Comprehensive Liability form 



114 



3. Liability coverage for statutory obligations to 

protect board members, officers, and employees 

4. Liability coverage for Owned, Hired, and Non-(Xmed 

vehicles 

5. Driver Training car endorsement 

6. School Bus endorsement 

7« Repair and Testing endorsement 

8. Collision (s«m districts do not carry Collision) 

9. Fire and Theft or Comprehensive 

JIl. CATASTROPHE LIABILITY POLICY 

1. Excess coverage over all other liability coverage 

2. Provides liability coverage where other liability 

doesn't apply, subject to insured retention 
("deductible") of generally $10,000 

IV. W(»KMEN'S COMPENSATION AND EMPLOYERS' LIABILITY POLICY 

1. Resolution to include elective and appointed officers 

V. OFFICIAL UW^RTAKLNGS 

1. Separate bonds on Treasurer, Tax Collector, and others, 

or all included umter Blanket Boikl. 

VI. GROUP EMPLOYEE BENEHTS POUCIES 

1« Hospitalization and ^fedical -Surgical, Major ^tedical 

2. Life 

3. Incofse Protection 

4. Dental 
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Vll. STUDB^T ACCIDENT POLICY (Many districts do not carry Blanket 

coverage} 

Interscholastic sports only» or Blanket on all pupils 



337. What is tl^ concept o£ Risk Manag^ent? 

Risk Management is concerned vith tht development o£ techniques 
for identifying and ckaling vith risks » or exposures to loss. 
11^ Risk Manager deals only with those risks o£ loss which in- 
volve no opportunity o£ gain^ such as fire, £loc^» and liabil- 
ity claims > but not losses £n» fluctuations in market values 
or otl^r business risks. 

Tte Risk Manager is the insurance manager» but I« also has a 
much broader function^ since he shouldt properly, be involved 
with planning of operations from the early stages at which 
choices are available to minimize risk of loss. 



338. Vhat are tl^ functions of a Risk Manager? 

Tlte first task of a Risk Manager is the identification of ri&;ks. 
Identification may involve physical inspection of real prop- 
erty^ equifM^nt, vehiclest and activities. It may also re- 
quire review of budgets, operating records, and analysis of 
operations. 

The second task is calculation of the severity of each risk, in 
order to undertake appropriate countermeasures. 

339. Can you indicate s<^e of tl^ techniques used by a Risk Manager? 

Sc^ of tte ensures which the Risk Manager may take are avoid* 
ance, reduction, assumption, and transfer of risk to otters. 

A y o i dance ; 

Under the concept of avoidance, a Risk Manager in a district 
contemplating construction of a building in an area known to 
be susceptible to floods would select the location least like'- 
ly to be inundated, w>uld consider diking aroui^ tl^ property, 
or waterproofing the portion of the structure below the flood 
line. 
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Reduction: 



The Concept of reduction of risk may be illustrated by instal- 
lation of a sprinkler system in a non-f ire^-resistive school 
building. The automatic sprinkler system would greatly re'- 
duce the possibility of fire damagey and improve life safety. 
In this instance, the cost of tt^ reduction of risk, the 
sprinkler system, may be offset by seductions in fire insur-* 
ance costs over the life of the building. 

Assimption s 

The concept of assi^ption of risk, scmetin^s referred to as 
self -insurance, arises wt^n tte party which is exposed to 
loss absorbs tte loss itself. Tte Risk Manager's function 
is to identify those risks which may safely be handled in 
this fashion, and is in no sense a blind acceptance of fate. 
For instance, the Risk Manager may determine after a study 
of the school *s records that it will be cheaper to purchase 
glass in quantity and replace broken windows with the sctool's 
own staff, rather than to purchase Plate Gt^;is insurance. 

The deductibles which are selected by the Risk Manager on cer^- 
tain types of insurance are also esounples of assumption of 
risk. In a district with a large fleet of vehicles, the Risk 
Manager may find that it is less costly to purchase Collision 
insurance with a $2^ ^ductible and have tl^ district pay for 
repairs below this level, than it is to pay th& higl^r cost 
for Collision insurance with a $50 or $100 deductible. 

Transfer : 

The Ri:ik Manager may be able to transfer certain risks of loss 
to others. Vh&n arranging for construction of a x»w build- 
ing, t!^ Risk Manager may include in the specifications a 
provision that tl^ contractors will "indemnify and save term- 
less" the district a^inst claims for t^sdily injury or pn>p- 
erty dosage which arise out of construction operations. In 
this instance, the district is, in effect, transferring part 
of its liability exposure to the contractors during the con- 
struction period. 

Another example of transfer of risk arises frcm the very fact 
that contractors are employed to perform certain operations. 
The transportation of pupils by independent contractors trans- 
fers to those contractors many of tl^ liability risks which 
would otl^rwise fall upon the district, in addition to reliev- 
ing tYm district of exposure to Workmen* s C<mpensation claims 
by the drivers. Elimination of ttese risks fi^y of^ of the 
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factors In deciding whether transportation of pupils will be 
handled by the district or by independent contractors. 

Risks may also be transferred to professional risk-bearers. 
Here we are back in ths field of insurance. Wt»re the Risk 
Manager identifies risks which are too serious to asstai^, 
which cannot be avoided, reduced, or transferred to indepen- 
dent c(Hitractors, the only solution may be the purchase of 
appropriate insurance, tl^reby transferring the risk of loss 
to an insurance ccsnf^my* In this sense, it can be seen that 
insurance is only one of the tools used by the Risk Manager, 
and is, in fact, the last solution wl^n other methods of elim- 
inating, reducing, or transferring tte risk to others are not 
practical. 
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APPENDIX A 
HELPFUL INSURANCE TERMS 



ACCT.nENT - S<»ethlng that happens unexpectedly; a fortuitous event; 
a casualty; a sudden and unintended happening. 

ACT OF G(M) - An accident or event that is the result o£ natural 
cause 8 » witlK>ut any hi^oaan intervention or agency , that could not 
have been prevented by reasonable foresight or care^ e.g.^ floods, 
lightnings earthquake, storra. 

ADJUSTER -* A person who investigates a claim and determines the lia- 
bility of the cc^pany for payment of a sj^cific loss under an insur- 
ance contract. He may be either an employee of tl^ insurance company 
or an independent adjuster wtK> is licensed to adjust claims as an in- 
dependent contractor. 

ADVANCE PREMIl^ - The premium paid when the policy is written. In 
BomB forms of insurance th^ premium is based on payroll or other fluc- 
tuating factor. In such cases it is c<Hmnon to collect an estimated 
advance premium, usually called the Deposit Premium, and then, at tt^ 
end of the policy term, recalculate tl^ premitJOB on the basis of the 
actual exposure as developed by an audit* 

AGENT - An individual, firm, or corporation licensed to represent one 
or more insurance companies in the solicitation and writing of insur- 
ance policies. 

ALLIED LINES - Forms of insurance which are related* For example, 
Fire Insurance Allied Lines are Windstorm, Explosion, Vandal i^, and 
Malicious Mischief, and so forth. 

APPRAISAL - An evaluation of property made to determine its actual 
cash value and/or its replacement cost. An appraisal is valuable in 
determining the amount of insurance to be written and in the settle- 
ment of losses. 

AUDIT - An examination of tl^ Insured's books and records by a repre- 
sentative of the insurance company to determine actual exposures for 
premitmi computation puxposes. 

AVERAGE WEEKLY BENEFIT ^ The amount payable per week for disability 
or death, usually called Compensation in the New York Workn«n*s Coti- 
pensation Law. It is calculated as a percentage of the average week- 
ly wage, subject to a minimum ^d maximisn amount. ^ 
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BINDER ^ A temporary contract o£ insurance pending the issuance of a 
policy. While oral binders are legale written binders are preferred 
to reduce chance of disagreement as to the nature and extent of cov* 
erage« 

BLANKET INSURANCE • An insurance policy which covers several differ- 
ent properties or which applies a single amount of insurance to both 
buildings and contents. 

BROKER - An individual » firm, or corporation licensed to act as the 
representative of the Insured in negotiating insurance contracts. 
While the broker is legally the representative of tl^ Insured, is 
usually paid a commission by tl^ insurance conpany which provides the 
insurance . 

BROKER OR AGENT OF RECORD FORM - A form ea^cuted by an Insured which 
authorizes the Insurance Services Office to release to the agent or 
broker named in tlus form, detailed information which the ISO has de- 
veloped and used to establish specific rates for the insured^ a prop- 
erty. Such rates are published by ISO, but the detail used in their 
promulgation is privileged information. 

BUILDERS V RISK A form of Fire am! Related Perils Insurance which 
applies to a structure during th& i^riod of erection. Builders' Risk 
policies can cover the respective interests of the owner and tt^ con- 
tractors. 

CANCELLATI(M< - Tt^ termination of an insurance contract before the 
date of expiration given therein, ftost policies extend right of can- 
cellation to both the Insured and the cc^npany. See pro rata and 
short rate. 

COINSURANCE CLAUSE • A clause in a property insurance policy which 
provides that the Insured must insure his property for not less tl^n 
a stipulated percentage of its current value, if he is to x^cover the 
full amount of a loss. Lower rates apply to coverage written subject 
to coinsurance. 

COMM(»; LAW - Tl^ body of law which is based upon pas% court decisions 
in this country and in other English-speaking countries, rather than 
upon statutes enacted by legislative tK)dies. 

COMM(^ LAW LIABILITY - The responsibility for injuries or d^age im- 
posed upon a party l^cause of his act ions » by that part of the law 
based upon custom and usage as established by the courts, as distin- 
guished from liability under statutes enacted by a legislative body. 

CONCURRENT INSURANCE - Two or more insurance policies written for the 
same or different amounts, but with the s^une conditions which cover 
the same interest in a given property. 




CONSEQUENTIAL LOSS - An indirect loss which stems from a fire, acci- 
dent , or otl^r event. For example^ siK)ilage of food which results 
from accidental damage to a refrigerating system is a consequential 
loss« 

CONTINGENT LIABILITY - Liability imposed upon an individual, corpora- 
tion, or ott^r entity, because of accidents caused by persons (other 
than employees) for whose acts the first party may responsible. 

aSPtXTriBLE - A provision which makes tl^ insurance c<»npany liable for 
only that portion of the loss which exceeds a stated airount. Deducti- 
ble clauses reduce the cost of insurance by eliminating coverage on 
small losses* 

gSPRECIATION - Tl^ reduction in value of property which results frc^ 
usage or obsolescence. 

DIWECT LOSS - Damage to prof^rty which is tl^ direct and lomiediate 
result of a fire, explosion, or ott^r occurrence. 

DIVICEND - A share of surplus allo<^ted to a policyholder in a partic- 
ipating Insurance policy. 

EARNED PREMIIM - The percentage of the paid prelum equal to the per- 
centage of time tt^ policy has been In force during tte policy period* 
As used with respect to a policy which is subject to audit to deter- 
mine actual exposure units, such as tt^ ntmber of pupils in average 
daily attendance for General Liability, thB final premium developed 
by applying th& rates to tt^ audited exposure units and any applica- 
ble adjustments, such as premium discount and e^>erlence modification 
factors. 

ENlXMtSEMENT - A written record of a change made in an insurance 
contract. 

EXCLUSION - A provision in an insurance policy or bond referring to 
hazards or to property with respect to which no insurance is affor<ted« 

EXPERIENCE RATING - A n^thod for varying the premlim for the year 
ahead by a factor which is calculated by co&paring the actual losses 
sustained by the Insured in a previous period of years with the losses 
of an Average Risk. 

FAIR PLi^ OR FIRE POOL - Common names for the New York Property Insur- 
ance Underwriting Association. Tl^ AsTOclatlon was establlst^d by tf^ 
Legislature in 1968 to provide Fire Insurance for any person or orga- 
nization having an insurable Interest in real or personal prof^rty who 
has been unable, after diligent effort, to fimi a normal Insurance mar 
ket. Tt^ Fair Plan makes available Fire, Extended Coverage^ Vandalism 
and Malicious Mischief » and Sprinkler Leakage. Infom^tlon can be ob^ 
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tained £roa insurance agents and brokers or by writing the Flan at 
110 William Street, )tew York, York, 10038. 

FLOATER POLICY - A contract of Insurance which covers proj^rty of a 
movable nature, wherever it may 1% within geographical limits stated 
in the policy. Inland Marine Insurance. 

GROUP INSURANCE An Insurance plan by which a number of employees 
and their dependents may be insured under a single policy, Issued to 
their employer, with individual certificates of the coverage pro- 
vided to each insured employee. Ccxmonly written group lines are 
Life, Hospitalization, Surgical and ^tedical Expense, Disability 
Incc^9 Major Medical, and Dental Expense. 

HA i ^ Rp - A cause o£ possible loss, such as fire, windstorm, and the 
like. 

INDEMNITY Payment to the Insured for actual losses sustained. 

INHERENT VICE > A term used in Marii^ Insurance which means a defect 
in the items of property insured. U>ss occasioned by inherent vice 
is a basic exclusion in "All Risk" Marii^ forms. 

INLAND MARINE INSURANCE - Various types of insurance developed orig- 
inally by Marina underwriters to cover goods while in transit by 
other than ocean vessels • Now includes forms covering any goods in 
transit, except transocean, and nurorous Floaters on property, such 
as musical instriments, the essential condition being that the in- 
sured property is movable. 

INSURANCE CONSULTANT - An individual, firm, or corporation licensed 
by the New York State Insurance Department provide information 
and advice on a fee basis* Se^mrate licenses are issued for Gei^ral 
Insurance and for Life Insurance. 

JUDGMENT - In Liability Insurance this term is used to refer to a 
court a%iard of monetary damages. 

LIABILITY A le^l obligation. Responsibility. 

LI BE L - A written or printed statement which tends to unjustly damage 
a {arson's reputation. 

LIMIT OF LIABILITY * Tl^ maximum amount which an insurance ccsapany is 
obligated to pay in case of loss under a specific policy. 

MAJOR MEDICAL POLICY - A policy which provides a high limit of cover- 
age on fi^dical esq>ense beyond those covered by ordinary Hospital iza- 
tion» tfedical and Surgical, and similar coverage. Major Medical 
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policies are usually written vith an individual or family deductible , 
and contain a provision which requires tlte Insured to pay a specified 
percentage ^ such as 20 percent ^ of the remaining expense. 

MINIMUM PREMIUM - Tl^ ^aallest premiim a company will accept for in- 
suring a given risk or exposure « 

li(X(AL HAZARD - Tt» possibility of loss being caused or aggravated by 
dishonesty or carelesst^ss of the Insured^ his agents, or employees. 
It arises frcm character and circimstances of the Insured, apart 
from the nature of the interest or property covered, or its location, 
which latter is called the Physical Has^rd. 

fiiAMED PERILS FOIttlS - The name used to ctescribe Property Insurance 
fonas which insure against only tlwse types of los^s %^ich are spec« 
ifically listed and defined in the policy. 

NEGLIGENCE - Failure to use the degree of care which an ordinary per- 
son of reasonable prudence would use under tt^ given clrcimistances. 
Negligence may be constituted by acts of either emission, or co^is- 
sion, or both. 

OB LIOBE - The interest protected by a Fidelity or Surety Bond. 

OCCURRENCE * An event or happening. As used in Liability policies, 
the word Occurrence is usually defined as including continued or re- 
peated exposure to conditions which cause injury or damage. 

OMNIBUS CLAUSE - That agreaoent of the National Standard Autcnaoblle 
Liability Pblicy which, by its definition of Insured, extends tl^ 
protection of the policy to interests embraced by the definition 
without tl^ ne<%ssity of specifically mualng them in the policy. 

POLICYH (SOBERS* SURPLUS - The sum of the funds in the hands of an in- 
surance ccmpany over and above its liabilities^ which are teld for tl^ 
protection of its policyholders; that is, the total of the Capital (if 
any) and the Surplus. In general, this is a sraasure of the strength 
of thB ccmpaxvy. 

PRI^K;IPAL - In a Surety Bond, the party wlu^se actions or perfomance 
is guaranteed. In a Fidelity Bond, tte employee who is covered Is 
the Principal. 

PROOF OF LOSS « A formal sworn states^nt made by tt^ Insured to the 
insurance company regarding a loss. Ti^ purpose of the Proof of Loss 
is to place before tl^ company sufficient information concerning tha 
loss to enable it to determine its liability under the policy or bond. 

PRO RATA - Calculation of the earned or return premiim in direct pro- 
portion to thB period of time the policy has been in force. 
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PROXIMATE CAUSE - TYm dcKninatlng cause of loss or damage; an unbroken 
chain of cause and effect between the occurrence of an insured peril 
and dfo&age to property or perscms; that is^ fire is the proximate 
cause of damage done water used in extinguishing it« 

RATE - The cost of a unit of insurance. The unit varies by the form 
of insurance, being per $100 of insurance for Fire; per $100 of re- 
muneration for tfortcron's Compensation; per vehicle for Autc^&obile 
Liability; etc. 

RATING BUREAU * An organization wlu)se function is the ccHBputation of 
rates for insurance contracts, and tte creation of standard forms for 
use by its numbers and subscribers. 

REPLACEMENT COST - cost to replace the property in brandnew condi- 
tion at the present tirra. 

RESERVE ^ A name applied to fui^s which are set aside for specific 
purposes, such as reserves for unearned premiims and reserves for 
losses in process of adjustment. 

RETROSPECTIVE RATING - An optional method of premiiaa adjustment which 
permits re-calculation of the premium for tt^ risk after the expira* 
tlon of the policy, on the basis of the losses incurred. Minimimi ami 
maximum premiims apply, which are usually lower and higher, resi^c-> 
tively, than the Insui^d would realize if insured on an ordinary basis. 

SHORT RAflS - A method of calculating thB earned premiim on a policy, 
which penalizes the Insured by charging an earned premium which is 
higher than the pro rata char^. Most policies provide for a short 
rate cancellation if the Insured elects to cancel his policy before 
the normal expiration. 

SLANDER - A false statement which is injurious to tte reputation of 
anotter person. 

SHECIAL FORMS - The name given to property insurance forms which in- 
sure against all risks of loss or damage except for perils specifi- 
cally exclucted. Most such forms in reality contain ntmierous exclu- 
sions and exceptions, but they do provide broader coverage than ^^Mamed 
Perils** forms. 

SHSCIFIC INSURANCE - A method of arranging Fire Insurance coverage to 
provide a definite amount of insurance on each it^ (that is, each 
building and the contents of each building) which is insured. 

SPRINKLER LEAKAGE INSURANCE - Coverage against damage caused by acci- 
dental discharge or leakage of idater from an automatic sprinkler sys- 
tem. 
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SUBRCK^TION - In insurance » the assumption by the insurer o£ Its 
Insured* s right of recovery under C(snmon lat^ against a third party 
who caused a loss, after tt^ insurer has paid the Insured for tte 
loss, so that the insurer can pursi^ an action against the third 
party to recover the amount of its loss pajrront* 

UNKRWRITER - An official or employee of an insurance cc^pany who 
determines whether an offered risk is to be assumed, amiy if so, 
on what terms • Also used to mean an insurance carrier. 

WARRANTY - A provision in th^ policy as to the existence of a fact 
or condition relating to the subject of the insurance which will 
void tl^ policy if untrue. For eicamplet a ^fessenger Robt^ry policy 
may warrant that the messenger will be acccmpanied by a guard when 
carrying moiwy. 
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Accident, defined, 119, I4i0 

report, under Workmen* s Conpensation Insurance, 99 
Acci<tent insurance, covering pupil injuries, 90-*92 

statutory authority, SI, 90 
Accidents, aut<»aobile bodily injury and 

property damage coverage, 39, 46 

boiler and machinery policies, 22, 24, 25 
Actual cash value, automobiles, 41 

boiler, 23 

fire, 3 

Adjusdi^nt, fire loss, 105-107 

Adttinistrative aspects of school insurance program, 103^-1 18 
econcnies in program, 112 
fire loss adjusti^nt, 105««107 
insurance register, 104-105 
placing insurance, 107-111 
types of ccmpanies, 103'* 104 

typical sctwol insui^ce program, outline, 113*116 
Agreed Amount clause, 8, 86 
Air COTpressor tanks, 21 
Air conditioning units, 21 
Aircraft, losses caused by, 13, 86 
All risks coverage, 14 

fire insurance, 13-14, 84 

floaters, 29, 31 
Appraisals of proi^rty, 4-6, 87, 119 
Architects* fees, 13 
Athletic equii^nt, 29 
Athletic Protection Flan, 90<-91 

Attorneys, provided for suits against teachers, 52 
Auditor, city school districts, official undertaking, 71 
Automatic coverage, boiler and machinery policy, 26 

automobile pl^sical damage, 41 
AutctfBobile liability insurance, 58-64, 114 

comprel^nsive form, 48, 61, 63 

in connection with physical damage insui^ce, 41 

kinds, 44, 46 

loss experience, 63-64 

scl^duled or standard form, 48, 61 

substitute or additional vehicles, 61 
Automobile No-Fault insurance, 64-68, 114 
Autc»nobile physical damage insurance, 39'-42, 114 

BastA instrtj^nts, see Musical instntments 
Best's Insurance Gui^ with Key Ratings, 107 
Bid bond, 80 
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Bidding insurance, see Competitive quotations 
Blanket bonds, 72, 77«*80, 88 

Blanket insurance, boiler and machirwry, 26, 120 

fire, 16-17, 120 

studtent accident, 91 
Blue Cross and Bli^ Shield, 101 

State Health Insurance Plan, 101-102 
Boards o£ coqfierative educational services, 

suits against employees, 52 
Boards o£ education, ai&ount o£ official undertakings 

detenained by, 72, 75 

determining group insurance plan, 102 

fire insurance, 3, 4 

may not select surety agent for contractor, 81-82 

placing insurance, 107«*111 

protection a^inst suits, 52-54 

pupil accident policies, 90, 91-92 
Bodily injury liability, 46 

boiler policy, 22, 26 

defined, 56-57 
Boiler, defined, 24 

Boiler and machinery insurance, 21-28, 89, 114 

limited and broad coverage, 22-23 
Bonds, see Fidelity and surety bonds 
Broad coverage, boilers, 22-23 

Broad form money and securities policies, 31-32, 35-38 

protection of public officials, 73 
Broker of record form, 10, 120 
Builders* risk insurance, 18-20, 87-88, 120 
Building in process, 19 

Buildings, fire-resistive and non-fire-resistive, ^fiimd, 8-9 

Burglary, defined, 31-32 

Buses, usage of, statutory limitations, 60 

Cameras, floater policies, 29, 85 
Cancellation, builders* risk policies, 19-20 

pro rata, 123 

short rate, 124 
Catastrophe Liability insurance, 68-70, 115 
**Caused by accident,** e}q>lanation, 47, 119 
Central sc1k>o1 districts, surety boiuls, 72 
Certified appraisal, 8 
City scIk>o1 districts, surety bomis, 71 
Civil suits, 52, 67-68 

Clerk, district, official undertaking, 71-72 
Coinsurance, 6-8, 120 

c^rcantile open stock policy, 33-34 

special multi-peril, 86 
Collectors, surety bonds, 71, 72, 73-74 

Colleges and sctwols endorsement, gei^ral liability insurance, 53 
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Collision insurance, 29^-^2 
Cc^o^rcial appraisal , 5, 87 
Competitive quotations, 109, 110*111 
Ccxapleted operations coverage, 44, 45 

Completed value form, builders^ risk insurance, 18, 19, 87 
Cc^prehensive liability <^overage, 48 , 61, 63 , 88 

coiaputing pr^iioi on, 61 
Cc^ret^nsive physical daisage insurance, 39, 42 
Contract bonds, 71, 80-82 
Contractors, 45, 54, 55 

builders* risk insurance coverage, 18 

hired car coverage, 61 
Contractual liability, 44, 45, 56 
Criiae insurance, 31-38, 114 

Cumulative liability under surety bond, 75, 76 

Deductibles, £ire insurance, 13, 14, 85, 112 

catastrophe liability insuran<^, 69*70 

collision insurance, 67, 112, 117 

extencted coverage endorsement, 13 

special multi«peril policy, 85 

theft coverage, 34 
De£asBation o£ character, insurance for, 44, 45 
Deferred premium payment plan, Il«*l2 

builders' risk insurance, 20 
Definitions, insurance teras, 119-125 
Depository, designation, 76 
Disability benefits, eligibility under, 98 

Disciplinary actions of teacters, defense of legal actions, 52 
Discovery period, in broad form money and securities policy, 37 

public official dishonesty bonds, 78 
Dishonesty bonds, 71, 76*78 

discovery period, 78 

types of, 76-77 
Drop-(k>wn provision, catastropl^ liability policy, 69-70 
IXial capacity employs^nt, Vtortesen's Compensation rate, 98 

Earthquake damage, 13-14, 16 
Economies in insurance program, 112-113 
Education law, group insurance, 100 
pupil accident insurance, 51, 90 

school officers required to file official undertakings, 7U72 

suits against school district employees, 52 
Electrical panels, 21 
Elevator liability insurance, 44, 56 
Employees, investigation, 79 

suits against, 52, 53, 54, 57, 59 
Employers* liability insurance, automobile non-om^rship, 44, 46 

Workmen's Ccmpensation, 94*95 
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Equipment t athletic, 29 

boiler and machinery, 21^28 » 89 

inland marine insurance, 28-^31, 85 

mercantile open stock, 32, 33*34« 88 
Evaluating program, 107-108 
Excess salvage clause, 78«>79 
Exclusions, in fire insurance, 12«-13f 84 
Exhibition floater, 29 

Experience rating, autc^bile liability, 63-64, 121 

autcxiiobile physical damage, 42 

fire insurance, 9 

general liability, 57-58, 121 

Workii^n^s Corni^nsation, 97, 111, 121 
Explosion, coverage, 13, 21, 22, 23, 24 
Extended coverage er^orse^nt, builders^ risk policies, 18 

explosion losses, 13, 23 

fire insurant, 13 

special multi-peril policy, 84 
Extra e^i^nse insurance, 15-16, 85 

False arrest and false iaqprisoimient, insurance for, 44, 45, 56-57 
Fidelity and surety bonds, 71-82« 115 

statutory requirements, 71-72 
Fire insurance, 3-20, 83-84, 113 

all risks, 13-14, 84 

blanket, 16-17 

builders* risk, 18-20, 87-88 

exten<ted coverage endorsement, 13, 18, 84 

general property form, 10 

identical coverage, 17-18 

loss adjustii^nt, 105-107 

ni»i-concurrency , 17-18 

public and institutional property form, 20 
rates, determination, 9 

reviev, 9-10 

revision, 10 
special multi-peril policy, 84-88 
specific, 16 
vehicles, 39 

Fire Insurance Rating Organization, see Insurance Services Office 

Fire-resistive building, 8 

Fixed assets inventory, 4, 5-6, 106 

Flat insurance, 8 

Fleet rating, autcMsobile physical dama^, 40-41 
Floater, inland marii^ insurance, 28-31, 114, 122 
Food, accidents as result of c<Misumption of, 55-56 
Furnace, defined, 24 

e3q>losion, 24 

hot air, 24-25 
General liability insurance, 43-57, 88, 113 
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General Municipal Lav, ztoup insurance, 100 
General property tom^ 12 

Glass coverage in various policies, 27-28, 84 
Class insurance, 27-28, 84 

exclusion in vandal ira insurance, 28 
Group insurance, 100-102, 115, 122 

types of, 101 

statutory authority, 100 

e 

Rail, losses caused by, 13-14 

Health insurance plan. State, 101-102 

High School Athletic Protection Plan, Ii^., 90-91 

Hired autoaobile liability, 44, 46, 61 

Itold hanaless agreements, contractual liability, 44, 45, 56 
Hospitalization and medical -surgical benefits, 100-102 
Hot air furnaces, 24-25 
lk>t water storage t^ks, 21 

Iflsaediate medical ai^ surgical relief, autcMiobile liability 
policy, 61-52 

general liability policy, ^-51 
Incoae protection insurance, 101 

Injured eaployees, Uorkn»n's Compensation benefits, 49, 59, 93-95 

S^e also Acci^nts 
Inland isarine floaters, 28-31, 122 
Inland aarine insurance, 28-31, 122 
Inspection service, boiler und machinery policy, 21 
Installfl^nt payments, boiler and i^chinery pr^ivras, 25 

fire insurance, 11-12 
Insurable value, see actual cash vali», fire 
Insurance tenas, 119-125 

Insurance companies, determining stability and financial standing, 

types, 103-104 
Insurance consultant, 122 

Insurance program, administrative aspects, 103-118 
economies in, 112 

evaluating importance of various kinds of insurance, 107-108 

fire loss adjustment, 105-107 

Insurance Register, 104-105 

placing insurance, 107-111 

typical, outlit^, 113-116 
Insurance Register, 104-105 
Insurance services office, 9-11 

fire insurance, blanket rate, 16 
rate review, 9-10 
rate revision, 10 

offices, 10-11 
Interior robbery insurance, 31-32, 35 
Internal auditor, official undertaking, 71, 72 
Intramural and interschool sports, 91 
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Invasion of privacy, insurance for, 44, 45, 57 
Inventory, fixed assets, 4, 5-6, 106 

losses, 79-*80 
Investigation of employees, 79 

Law suits, against school district employees, 46, S3 

against school districts, 43 

save harmless liahility, 52 
Legal defense, 52 

Liability insurance, 43-64, 68-70, 122 
automobile, 43, 44, 46, 58^64, 68*70 
ccHnprehensive, 48, 61, 63 
general, 43, 44, 45, 49-58, 68-70 
general information, 43-48 

iflsnediate medical and surgical relief, 50-51, 61-62 

medical payments, 67 

reccHnmended form, 48 
Libel, insurance for, 44, 45, 57, 122 
Life insurance, group, 100, 101 
Lightning, builders' risk policies, 18 

glass breakage, 28 

included in fire insurance, 3 
Limit per accident condition, tn^iler and machinery policy, 25 
Limited coverage, boilers, 23-24 
Loss, fire adjustment, 105-107 

Loss and expense constant, Vorkroen's Cc»q>ensation, 97 

Loss of Use provisions, autcMBobile physical damage insurance^ 41-42 

Low pressure boilers, 22 

Machinery and boiler insurance, 21-27, 89, 114 
Major medical insurance, 100-101,. 122 

Malicious mischief, see vandalism and malicious mischief insurance 
Malpractice liability, incidental, 55 
Manual rates, general liability, 57-58 
Medical payments Insurance, 67 

Mercantile open stock burglary policy, 31-32, 33-34 
(fercantile safe burglary policy, 31-32, 34-35 
Messenger robl^ry insurance, 31-32, 35 
Musical instruments floater, 29, 30, 85 
Mutual i urance company, 10*^-104 

Negligence, 43, 52, 123 

New York Fire Insurance Rating Organisation, see Insurance Services 
Office 

New York State High School Athletic Protection Plan, Inc., 90-91 
New Vork State standard fire insurance policy, 3, 4 
No-Fault autcmiobile insurance, 64-68 
Non-concurrency, in i-ire insurance program, 17-18 
Non-duplicating provision, pupil accident insurance, 92 
Non-fire-resistive building, defiled, 15-16 



131 



Occurrence coverage, 47, 123 

Official undertakings, 71-75, 115 

C^n stock burglary policy, 31-32, 33-34 

Outline, typical school insurance program, 113-116 

Owners* protective liability, 44, 45, 54-55 

Payment bo;id, 80, 81 

Performance bond, 80, 81, 82 

Personal injury liability coverage, 44, 45, 57 

Physical damage insurance, automobile, 39-42, 114 

Physical education classes, pupil accident insurance, 51 

Physicians, suits against, by pupils, 55 

Plans, construction, review by Insurance Services Office, 10 
Power mowers, 31 

Premises-operations coverage, 44, 45, 49, 54, 55-56 

Premiums, comparative, for 1 and 3 year terms, fire insurance, 11-12 

comprehensive automobile liability, 63 

discount on liability insurance, 48 

tax collector's bond, 73-74 

Workmen* s Compensation, 96-98 

See al so Rates 
Products liability, 44, 45, 55-56 
Professional liability or malpractice, 55 
Property damage, automobile liability, 58, 64, 68 

burglary, 33 

general and automobile liability, 46, 47, 49, 58 
Property value, appraisal, 4-6 
Protection against uninsured motorists, 63 
Provisional amount, builders* risk insurance, 18-19 
Public and institutional property plan 20 
Public official dishonesty bonds, 76-80, 114 

discovery period, 78 

types, 76-77 
Public officials, statutory bor ^ 71-75, 115 
Public school system employee? danket bond, 77, 114 
Pupil accident insurance, 51, *-92 

reporting student accidents, ..0 
Pupils, disciplinary action of teacters toward, suits concerning, 52 

handling extracurricular funds, 79 

Rates, blanket bonds, information used in rating, 77-78 
bodily injury and property damage liability, 57-58, 33-64 
broad form money and securities Insur^ce, factors affecting, 37-38 
fire insurance, determination, 9 

review, 9-10 

revision, 10 

general liability, loss experience of district on, 57-58 
reserve objects, 25 

school district tax collector's bond, 73-74 
school district treasurer's bond, 74-75 
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ttcrkmen*s Coapensation insurance, 96««98 

See also Prcisiums 
Rating organization, see Insurance Services Q££ice 
Reciprocals, 104 

Records, fire loss adjustn^nt, 106 
Refrigerator units, 21 

Registration agent, district obligations, 71 
Repair and testing endorsement, autcxaobile liability, 59 
collision, Ac 

Replacement cost coverage, boiler ami machinery policy, 24 

special multi-{»rll policy, 87 

standard fire policy, 3--4 
Reporting form, builders' risk insurance, 19 
Reserve objects, 25 

Ret^.-ed employees, group insurance, 102 
Riots, losses caused by, 13, 69 
Robbery, defined, 3U32 
policies, 35 

Safe burglary, coverage, 34*35 

defined, 31-32 
Safety Group, defined. 111 

coverages other than Workmen's (k^apensation, 109*110 

Workmen's Conpensation, 95, 97, 111 
Scttedule liability insurance, 48 
School board indemnity insurant, 53-54 
School buildings, coinsurance mandatory, 8 

School bus driver, protection %^en involved in accident, 52, 59 
School buses, collision insurance, 40 
comprehensive insurance, 39 

fleet rating, automobile physical damage, 40-41 

hired car coverage, 44, 46, 61 

passenger liability coverage, 39, 62 

repair and testing endorsement, 40, 59 
School districts, appraisals, 4-6 

fire insurance required, 3 
School doctors, suits against, 55 

School insurance program^ administrative aspects, 103-118 

outline, 113-116 
School library, fire insurance, 3 

School officials, interest in fire insurance rates, 9-10 

sui^ty bonds, 71-80 
Schoolhouses, fixre insurance, 3 

Self-insurance by school districts^ for Workmen's Compensation, 95, 99 
Slander, insurance for, 44, 45, 57, 124 
Smoke, losses caused by, 13 
Snow plcMs, 29, 31 
Sound insurable vali^, 3 
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special multi-peril policy, 8^-89 
advantages, S3 

boiler and machinery coveviij n 89 

crime coverage, 88 

defined, 83 
Specific insurance, 16, 124 
Sprinkler leakage coverage, 84, 124 
Standard £ire insurance policy, 3 

comparison with special multi-peril policy, 85-86 

damage to records coverage, 12 

glass coverage, 28 
State Health Insurance Plan, 101-102 
State Insurance Fund, 95, 97, 98-99, 104, 111 
Stated amount, autc^obile physical damage, 40r4l 
Statutory public official bond, 71-75, 115 

(^termination of amount, 75 
Statutory protection, £uits against employees, 52 
Steam boilers, 23 
Stock insurance com^mny, 103 
Students, see PUpils 
Supply bonds, 80, 81 
Surety and fidelity bonds, 71-82, 115 

Tax collector, bond, 71, 72, 73-74, 115 

Teachers, suits against, statutory protection, 52 

Term insurance, fire insurance rates, 11-12 

Terms, insurance, defiled, 119-125 

Theft, defined, 3U32 

Theft insurance, 34, 35-36, 37, 38 

floater policies, 29-30 

mercantile open stock policy, 34 

school buses, 39 
Three-year term policy, fire, 11-12 
Transportation of pupils, hired car coverage, 41 

coverage for other than school district employees, 61 

coverage under general liability insurance, 54 

{Stents transporting pupils, 62 

year-round liability coverage, 59 

See also School buses 
Treasurer, legal requirements, 71-72 

bond, 74 

Trustees of school districts, fire insurance requires^nts, 3 

statutory protection, 52 
lypes of insurance companies, 103-104 
Typical school insurance program, outlix^, 113-116 

l&jbrella liability insurance, see Catastrophe liability insurance 
Underground wires, 12 

Uniform System of Accounts for School Districts, inventory 
of fised assets, 4 
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Uninsured motorists, protection against* 63 
Union free school districts, surety bonds, 71-72 
Use and occupancy insurance j in boiler policy, 26«27 

Valuation, appraisal, 4-6, 87, 119 

Vandalism and malicious mischief insurance, 13, 84, 1 
builders' risk insurance, 18-20, 87-88 
glass breakage^ 13 

Vehicles, losses caused by, 13 

Water pressure tanks, 21 

Wind, losses caused by, 13 

Workmen's Ccmpensation, benefits, 93-95 

employers* liability coverage, 94-9S 

insurance policy, 94, 115 

law, 93-94 

rates, 96-98 

safety group, 95, 97, 111 
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